hes 
any 
folyra 


aoe 
a of 

were ” Leis mt 
fda oi tabi PR a han 22 96 


7 


f 
i> apts 


Digitized by the Internet Archive 
in 2023 with funding from 
University of Toronto 


https://archive.org/details/31/61116487018 
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CORPORATE PROFILE 


Canada Post is a Crown Corporation with 
responsibility for providing postal services to all 


Canadians. It is responsible for the collection, 


processin g and delivery of almost 8 billion hard 


copy messages and parcels annually to more than 
illion addresses or points of call. 
orporation markets its products and 
ugh a network of approximately 
00 outlets, more than half of which are 
erated by private business. 
oration employs a workforce of 
00 full and part-time employees; pro- 
yment for approximately 10,000 
workers; operates a network of 30 major 
2 plants; and has a fleet of more 
to move the mail. It is also one 


of transportation services pro- 


and shipping operations 
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(Amounts in $ millions unless otherwise indicated) 


1986-87 1985-86 1984-85 1983-84 1982-83 
| STATEMENT OF OPERATIONS 
| Revenues 
| Postage 2,500 2,341 2,119 2,027 1,882 
Subsidies on behalf of postal users 254 225 226 223 220 
Other 216 192 155 150 156 
2,970 21D 2,900 2,400 2,258 
_ Expenses 
Salaries and benefits 2,243 2,208 DAWA) 1,976 1,859 
Transportation 318 307 297, 284 300 
Accommodation 191 136 150 144 131 
Depreciation 86 80 Ta 71 68 
Other 261 237 6 8 225 19] 
: 3,099 2,968 209) 2,700 2,549 
_Loss from operations 129 210 395 300 29) 
Loss as percentage of revenue 4.4% 7.6% 15.8% 12.970 12.9% 
BALANCE SHEET 
Assets 
| Current 740 615 516 522 417 
Fixed 1,501 1,479 1,504 1,548 1,540 
Other 387 358 350 333 303 
| 2,628 2,452 2370 2,403 2,260 
Liabilities and Equity 
Current 643 518 419 424 ei be, 
Employee termination benefits 387 358 350 334 303 
Equity 1,598 1,576 1,601 1,645 1,638 
2,628 2,452 2320 2,403 2,260 
/GOVERNMENT FUNDING 
Operations 129 184 347 306 262 
Equity 61 1 4 2 1 
OPERATING STATISTICS 
| Volumes (millions of pieces) 
| Total worked mail 5,889 5,629 OL 5,269 5,298 
| Third Class unaddressed 2,049 2,067 1,975 1,586 Lol 
Total originating mail 7,938 7,696 7,312 6,855 6,6 10 
| Per cent increase 3.1% 5.3% 6.7% 3.77 
Employees (strength at year-end) 
Full-time 52,760 52,345 54,009 54,372 54,407 
Part-time 8,880 9,027 8,946 9031 | 9131 
Total 61,640 Ol, 372 62,955 63,403 63,538 
Per cent increase (decrease) : 0.4% (2.5%) (0.7%) (0.2%) : 
| 
| Efficiency indicators 
Pieces of mail processed per hour paid 251 241 26'S: 225 220 
Points of call per hour paid 47 a a . oan 42 
Work stoppages (person-days lost) 1,171 6,485 | 109508 199 220 
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(Montreal, Quebec) (Trail, British (Calgary, Alberta) (Ottawa, Ontario) (St. John's, oe 
Chairman of the Board Columbia) Vice Chairman of the Chairman of the Board N ewfoundland) 

of Directors Supervisor, Construc- Board Canada Post — _ Sales Executive 
Simard-Beaudry Inc. tion Services Canada Post Corporation 


Cominco Engineering Corporation 
Services Ltd. Corporate Consultant 
Encor Energy 


Corporation Inc. 
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Orland Tropea A0e —_— Terry 


Donald H. Lander Ae 


A. Ernest Downs ° Daniel J. Scanlan Ade 


(Swift Current, (Ottawa, Ontario) (Toronto, Ontario) (Oakville, Ontario) 

Saskatchewan) President and Chief Chairman of the Board - Retired Deputy 

Chartered Accountant Executive Officer of Directors Chairman 

Burroughs, Weber & Canada Post Arbour Capital Inc. Bell Canada 

Partners Corporation Enterprises Inc. 
A Member of the Executive Committee Secretary of the Board 
Member of the Audit Committee and Corporate Secretary 
° Member of the Compensation Committee N. Roger Gauthier 
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Donald H. Lander 
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Stewart T. Cooke 


Kenneth J. Harry 
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Henry J. Klassen 
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Vice-President 
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André Villeneuve 
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The Honourable Harvie Andre, P.C., M.P. 
Minister Responsible for Canada Post Corporation 
| House of Commons 

Ottawa, Ontario 

K1A 0A6 


; Dear Mr. Minister: 


a 


| On behalf of the Board of Directors, I take pleasure in presenting the Annual Report of Canada Post Corporation for the 
! year ended March 31, 1987. 
It includes a report from Donald H. Lander, President and Chief Executive Officer, the financial statements of the 


| Corporation, and the report of the Auditor General of Canada and Maheu Noiseux, Chartered Accountants, on their 


| examination of the accounts and financial statements of the Corporation. 


The year under review marked the end of the term of the appointment of several members of the board including its 
| first chairman, the Honourable René J. Marin. I take this opportunity to express the appreciation and gratitude of the 

| Corporation for the contribution of Mr. Marin and the other members who left the board during fiscal year 1986-87, 

_ Messrs. Irving R. Gerstein, Ronald W. Lang, Donald A.S. Lanskail, Robert McGarry, Derek Oland, and Adélard M. 


Savoie. 


The new members of the board who were appointed during the year are Jackson J. Chernoff, Anne Chippendale, 


_ William Dalton, A. Ernest Downs, Daniel J. Scanlan, Orland Tropea, Terry E. Yates and the undersigned. 


_ Yours sincerely, 


Sylvgin Cloutier 
Chairman of the Board 


During the 1986-87 fiscal 
year Canada Post moved a 
record volume of mail, 
expanded the number of 
addresses it serves by 
162,000, took steps to 
improve its reliability and 
performance, and reduced 
its operating deficit to the 
lowest amount recorded in 
the history of the Corpora- 
tion. 

The pattern of growth 
in volume of mail handled 
over the previous four 
years continued. The 
total of over 7.9 billion 
pieces recorded in 1986-87 
showed an increase of 3.1 
per cent over the previous 
year, and this growth was 
reflected in nearly all the 
Corporation’s services and 
products. 

This continued growth 
is the most relevant 
indicator of the success of 
the Corporation's efforts 
to provide reliable service 
at a reasonable cost to the 
user. It pushed total 
revenues to almost the $3 
billion mark, the highest 
in the history of the 
Corporation. 

At the same time as 
revenue increased through 
growth in business, the 
Corporation expanded its 
efforts at improving 
efficiency and controlling 
operating and overhead 
costs. 

The net result was that 
the Corporation reduced 
its operating loss to $129 
million from $210 million 
in the previous year. This 
enabled the Corporation to 
come in three million 


dollars under the target of 
$132 million in government 
funding established to 

meet the difference 
between operating reve- 
nues and expenses in 
1986-87. 

Loss as a percentage of 
revenue, which had been 
as high as 15.8 per cent in 
1984-85, was reduced to 
4.4 per cent as the Corpo- 
ration moved towards its 
target of reaching operat- 
ing breakeven in 1988-89. 

The Corporation’s 
achievement of reaching 
its financial target in 1986- 
87 is even more notable in 
light of the fact that the 
target was originally 
established on the premise 
that there would be a 
postal rate increase to 
boost revenues in the final 
quarter of the fiscal year. 

There was, in fact, no 
postal rate increase during 
the 1986-87 fiscal year, and 
the Corporation had to 
rely on efficiencies and 
volume growth to make 
up the shortfall of $36 
million in revenues that 
had been expected from a 
rate increase scheduled for 
January 1, 1987 when 
financial targets were 
originally set. This rate 
action was postponed to 
April 1, 1987, but there 
was no equivalent reduc- 
tion in the initial financial 
target of $132 million. 

This financial target 
was met at the same time 
as the Corporation was 
expanding the postal 
services available to the 
public in terms of in- 
creased points of delivery 
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and better access to 
services, and introducing 
operational improvements 
aimed at improving the 
reliability of the service on 
a long-term basis. In 
other words, the public 
was not asked to pay for 
the reduction of the deficit 
in terms of reductions in 
service. 

The actions that were 
taken during the year to 
improve reliablity and 
expand delivery services 
are detailed elsewhere in 
this report. 

One major achievement 
during the year was the 
development and ap- 
proval of the 
Corporation’s five year 
plan to encompass the 
period 1986-87 to 1990-91. 

This plan took account 
of the recommendations of 
the Marchment Committee 
that examined the 
Corporation’s mandate 
and productivity in 1985, 
and reflected the orienta- 
tion provided by our 
shareholder, the Govern- 
ment of Canada. 

The plan was reviewed 
by Treasury Board and 
other government agen- 
cies, approved by the 
Governor-in-Council, and 
tabled in Parliament in 
November 1986. The 
Chairman of the Board, 
myself and other officers 
of the Corporation ap- 
peared at public hearings 
before the Standing 
Committee on Govern- 
ment Operations to 
answer questions concern- 
ing the plan from Mem- 
bers of Parliament. 


There are five major 
thrusts in the direction of 
the Corporation over the 
next five years. 

The first is to improve 
the reliability of mail 
service, the prime require- 
ment identified by the 
Marchment Committee. 
To this end the Corpora- 
tion will be continuing its 
program of developing 
and applying national 
standards, systems and 
procedures to operate 
more consistently what is 
one of the world’s largest 
and most complex distri- 
bution networks. This will 
require the updating of 
existing plants and the in- 
troduction of the most 
modern mail processing 
equipment available in the 
world today, and an 
independent monitoring 
process is being estab- 
lished to inform the public — 
of Canada Post’s perform- 
ance. 

The second thrust is to 
expand the delivery 
service of the corporation 
to serve the continuing 
annual growth of home 
and business addresses in 
Canada in the most 
convenient and cost- 
effective way. Postal 
services in Canada have 
always used a variety of 
methods to deliver mail - 
from general delivery to 
door-to-door letter carrier 
service - and these and 
other newer methods will 
be used to ensure that 
Canadians receive their 
mail promptly and con- 
veniently . 


The third requirement 
is to improve the public’s 
access to postal services 


| system uses both post 
| offices provided and 


| and offices and stamp 

agencies run by the 

| private sector, usually as 

| an ancillary to another 

business. The present 

| system was developed in 

, another era, and does not 

| satisfy current demands 

for access to postal serv- 

ices and products that is 

convenient to the public in 

_ terms of both location and 

| hours of business. 

The best and most 

_ cost-effective method to 

| improve this access is by 

| using a wide variety of 

| private sector businesses 

| to distribute postal prod- 

'ucts and services, which 

can provide the better 

"access required at lower 

| operating and capital costs 

to the Corporation. The 

| process, which will be im- 

| plemented over a period 

of ten years, will result in 

the total number of outlets 

through which postal 
services and products are 
available being increased 

_by as much as 50 per cent 
over the present figure of 
approximately 13,000. 

The fourth thrust is to 

control the cost of postal 

service to the public so 

that increases in the basic 

letter rate will not exceed 

increases in inflation as 

measured by the Con- 

sumer Price Index. Rates 

charged for services to 


| and products. The present 


| staffed by the Corporation, 


business will reflect the 
discipline of the market 
place and competitive 
pressures. 

The fifth thrust is 
achieving financial self 
sufficiency so that postal 
services are not a burden 
to Canadians either in 
terms of unreasonable 
rates or in deficits that 
contribute to the debt that 
has to be paid by future 
generations. 

Canada Post was given 
the target of achieving 
operating break-even in 
1988-89. The Corporate 
plan is geared to achieving 
that target, and to restor- 
ing the pattern of the first 
half of this century when 
postal services recorded 
surpluses on a regular 
basis. This will be in line 
with the practice of postal 
administrations of other 
industrialized countries 
that are also expected to 
operate on a businesslike 
basis. We are looking for- 
ward to the day when 
Canada Post will both 
provide the type of 
services that Canadians 
expect and deserve, and 
pay its own way - includ- 
ing raising its own capital. 

Canada Post is ina 
dynamic and growing 
business - the business of 
moving information, 
documents, goods and 
funds. It is committed to 
ensuring that all Canadi- 
ans can both send and 
receive mail reliably and 
conveniently. There is no 
conflict between its 
opportunities and its 
responsibilities. Effective 


management can ensure 
that they are both met 
effectively. 

The Corporation has 
already received support 
towards its financial 
objectives in that the 
government has recog- 
nized the principle that 
Canada Post needs to be 
compensated in full for 
services provided free or 
at less than cost to imple- 
ment government social, 
economic or cultural 
policies. This principle is 
being introduced in the 
areas of Government free 
mail, free mail for the 
blind, and reduced postal 
rates for Canadian pub- 
lishers as part of Canada’s 
cultural policies. 

The Corporation is 
continuing to contain its 
cost base to ensure that we 
can meet the commitments 
to reach break even and 
hold increases in the basic 
letter rate to levels based 
on inflation. 

Since three-quarters of 
Canada Post’s costs are in 
salaries and benefits to 
employees, the Corpora- 
tion is continuing to 
address that area of 
expense. The Marchment 
Report confirmed the 
Corporation's own analy- 
sis which indicated that 
Canada Post’s wage and 
benefit levels are higher 
than those of other compa- 
rable businesses, and that 
our labour contracts 
contain a number of 
restrictions that inhibit the 
effective management of 
the Corporation. 

The Corporation is 


moving ahead to resolve 
these issues in a manner 
that respects the rights of 
employees as part of its 
total plan of running a 
more businesslike 


operation. 

It is hoped that in these 
areas, too, the Corporation 
will continue to have the 
support of all those 
interested in seeing 
Canadians being provided 
with more reliable and 
accessible postal services 
in a manner that does not 
create either unreasonable 
postal rates, or a return to 
steadily increasing postal 
deficits. 

In closing, I would like 
to thank all the employees 
in Canada Post who con- 
tributed to our results in 
1986-87. Their efforts are 
the foundation of our 
future. 


flo ad 


Donald H. Lander 
President and Chief 
Executive Officer 
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The Customer Co- 
operative Program results 
(see Tables 1, 2, 3 and 4) 
showed that, on average 


over the year, 87 per cent 


of regular-sized First Class 
letters were delivered 


locally within two days, 
_and 91 per cent were 


delivered within four days 
to out-of-town addresses. 
In the case of First Class 
oversize, 79 per cent were 


_ delivered locally within 


two days, and 89 per cent 


| were delivered within four 
| days to out-of-town 
/ addresses. 


During the year, 
Canada Post called for 
tenders for a service 


Table 3 


performance measurement 
system to be designed, de- 
veloped, and operated by 
a national firm of char- 
tered accountants. This 
will provide a completely 
independent and public 
assessment of Canada 
Post’s performance on 
properly prepared letter 
mail between major 
centres. The firm of 
Clarkson Gordon was 
selected and they began 
the development of a 
process to measure mail 
service performance. 
Results will be made 
public by Clarkson 
Gordon after the third 
quarter of 1987-88. 


OPERATIONAL 
PERFORMANCE 

As indicated in Table 5, 
mail handling efficiency 
increased by 4.1 per cent 
to 251 pieces of mail 
processed per hour paid. 
This continues the steady 
improvement in mail proc- 
essing efficiency of more 
than 14 per cent since 
1982-83 and is a result of 
handling increased 
volumes with less re- 
sources. 

Letter carrier efficiency 
improvements, which are 
driven by points of call 
rather than mail volume, 
have steadily improved 
since incorporation. The 
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Customer Cooperative Mail Test 


100% 


80 


60 


40 


20 


Delivered within four days 


J A ) O 


1986-87 


improvement was 4.4 per 
cent in 1986-87 over the 
previous year. It resulted 
from route restructuring, 
lower absenteeism rates, 
and the introduction of the 
Supermailbox program to 
provide a more cost- 
effective method to service 
delivery system expan- 
sion. 

Major operational 
initiatives were under- 
taken during the year to 
integrate and improve per- 
formance in collecting, 
processing, transporting, 
and delivering the mail. 

A Network Manage- 
ment Plan that details 
every element of Canada 
Post's operations from 
collection to delivery was 
used as a basis for assess- 
ing service capability, and 
improving the network for 
collecting, processing and 
transporting mail. This 
plan provides for the 
effective and co-ordinated 
management of every step 
in the movement of mail 
from the time it is received 
in a street letter box or ata 
post office, through all the 
intermediate stages of 
processing and transporta- 
tion, until it is delivered to 
the recipient. 

The introduction of 
computer systems and 
technology in many of 
Canada Post's operational 
systems also provided 
better management 
control. The Production 
Management Support 
System in 19 major mail 
processing plants pro- 
vided plant managers with 
current information on 
productivity, efficiency, 


Table 5 


Productivity 
Efficiency Per cent 1986-87 1985-86 1984-85 1983-84 1982-83 
indicators increase 
over the 

previous year 
Pieces of mail : 
processed per 
eras paid 4.1% 251 24] DS 225 220 
Points of call 
per hour paid 4.4% 47 45 44 43 42 
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monitor the movement of 


gency plans when prob- 


different color. As mail 
moves through the system, 
staff can immediately 
identify by color whether 
mail is on schedule, and 
take corrective action if 
necessary. 

¢ appointing 28 traffic 
control officers to control 
the movement of mail 
from dock to dock be- 
tween major plants to 
ensure effective and 


expedited management of 
this aspect of the 
operation. 

e developing a five-year 
plan to identify and 
provide the facilities 
needed to handle increas- 
ing volumes and to 
improve existing process- 
ing facilities. Of the 55 
locations identified, 11 
new facilities were com- 
pleted during the fiscal 
year. These included the 
new Toronto North East 
Mail Processing Plant, 
opened in October 1986. 
This facility processes 
parcels and First Class 
oversize mail, and was 
designed to handle the 
overflow from nearby 
processing facilities. 

¢ implementing a preven- 


| tive and corrective mainte- 
nance program to extend 

| the life of existing mail 

| processing equipment by 

| five years. Efforts were 
also made to begin devel- 

_ opment of more modern 
and efficient machines that 
will eventually become 
standard sorting equip- 
ment in all plants. 

e implementing a National 
Sortation Strategy to 
reduce the number of 
times mail must be hand- 
led as it moves through 
the system. 

e reaching an agreement 
with Canada Customs to 
implement an honor 
system for the payment of 
duties and taxes by mail 
once goods have been 
received by the customer. 


The process of moving 
international mail to 
Canada has been stream- 
lined by reducing from 22 
to 11 the number of 
locations from where mail 
is screened and thereby 
eliminating the need for 
secondary custom ports. 


COLLECTION 

AND DELIVERY 
Canada Post has a com- 
plex domestic pickup and 
distribution system that 
spans 7,800 kilometres 
(4,800 miles) from coast to 
coast, and from the United 
States border to the Arctic 
Ocean. It provides deliv- 
ery to more than 10 
million addresses with 
over 162,000 being added 
this year as new homes 
and businesses were estab- 
lished. 

To accommodate this 
expansion, Canada Post 
sought to meet the re- 
quirements of both 
customer convenience and 
efficiency by introducing 
two new delivery op- 
tions—Supermailbox and 
community mail centres. 

More than 57,000 
addresses received Super- 
an im- 


mailbox service 
provement over the group 
mailbox, general delivery, 
or lock box service that 
most of these customers 
had received previously. 
The Supermailbox pro- 
vides for the delivery of 
both letters and parcels, 
and enables customers to 
both send and receive mail 
from the same unit located 
within 180 metres (200 
yards) of their homes. A 
toll-free customer “hot- 
line” service was installed 


Cc *y = es = 
for Su permailbox custom- 


ers to ensure and maintain 


customer satisfaction. 

A prototype commu- 
nity mail centre was built 
in Amberwood Village in 
Stittsville, Ontario. This 
postal centre serves about 
400 homes with incoming 
and outgoing mail service, 
and a stamp vending 
machine, and has been 
well received by the local 


public. 


mM plis nme 


and activities that com- 


menced during the year 

include implementing a 

computerized Urban 

Vehicle Scheduling System 
< 


to plan and schedule more 


effectively the thousands 
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Robot tractors 
are used to 
move mail 
between work 
locations in 
major plants. 


period that allows for 
public consultation. 

Bilingual services at 
Canada Post's front 
counters are now available 
in 639 communities across 
Canada, bringing the total 
number of postal outlets 
offering bilingual service 
to 1,213. In addition, 14 of 
25 Customer Service 
Offices that deal mainly 
with public inquiries and 
volume business clients 
now serve customers in 
the official language of 
their choice. 

Customer Service 


Offices continue to be 


eraded with the latest 


i 
r ¢ 


telecommunications 


equipment to improve the 
handling of the two 
million inquiries they 
receive every year. Addi- 


il resources were 


t1Ol 


provided during peak 


times to improve service 


to the public. 


The 1986-87 fiscal year 


saw the continuation of all 


major people programs 
and the further refine- 
ment of the Corporation’s 
long range personnel 
strategy. This strategy 


calls for an increased focus 


on programs that benefit 

both the Corporation and 
its almost 62,000 employ- 
ees. It places emphasis on 
improving the skill level 
of employees in all func- 
tions by requiring 


priate qualifications prio 


to recruitment, and having 


periodic revi 


erading as a fo 


Cc 


up 


Lette ( ari ley WT 


bargaining < 
©O ey ¢ 


sentir 


Sih Oe 
it OF 1S UNION 


em plo yees to renew 


as i 


agreements. The Co1 pr 
tion is seeking to put i 
place f nd 


SeTVICE -based employmen 


and income protection 


programs, and workforce 


adjustment procedure 


As the year closed, the 


s 


Corporation had begun to 
re-evaluate its participa- 
tion in the bargaining unit 
review process initiated in 
the previous fiscal year 
before the Canada Labour 
Relations Board. The 
increasing complexity of 


this review due to the 


salen a 


VUur 


involvement of additional 
parties, and the delay 
anticipated in its final 


resolution sugs 


other avenues of c 


the year under review. 


Person-year utilization* This continues the down- 
eT cETann ie Aan page ee ng ae eee ward trend established in 
Person-year Per cent 1986-87 1985-86 1984-85 1983-84 1982-83 a ee as see 
anton The past year also saw 
(decrease) a e ; 
over previous the C orporation review 
year and update its code of 
: rs ee ia conduct for its employees 
51,389 | diets 1 ~ to take account of changes 
t = 4,829 | eas _—— in organization and 
2,397 L499 BOS? business practices. The 
2,360 005 L932 L468 process of disseminating 
nie as re Eo this code to all employees 
Z , com rm and reviewing Corporate 
ea " ( policies ana practices Bo 
ensure continued compli- 
nd ance had begun as the year 


ded. 


eCndae 


National Absenteeism 


‘ 4 snl > 
employee 


19 19.1 
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rmance Performance Performance Performan 
i Empt's 12 as 
NG Bei aa ee <i 
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tio wo teat —1g3a 90 1™ 
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: a sg : : _ processing plants indicate the 
_ co _ targets for each shift, and the 
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quantity-and quality achieved. 
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SECOND CLASS MAIL 
(PUBLICATION MAIL) 


Delivery was extended to 162,000 
new addresses, many of which were 
served with Supermailboxes that 
enable customers both to receive 
letters and parcels, and mail letters. 


THIRD CLASS MAIL 
(ADVERTISING MAIL) 


Registered Mail 


i 16 


FOURTH CLASS Priority Post Courier Certified Mail 


(PARCELS) 


) 


SPECIAL SERVICES ae ee ae 


Special Delivery items are 


eT eNO 


a.m 


} p.m. in larger cities 
5 


EnvoyPost 


Insurance 


Volume Electronic Mail 


ELECTRONIC MAIL 


Telepost 


tal United States. Thi PHILATELIC SERVICES 


Intelpost 


ing on the time of day they O 


are received. In smaller 
towns and rural areas U.K. pounds sterlin: 
cial Cash On Delivery 


Delivery carriers, the (( 


where there are 


or 


addressee is called, whe 


possible, to offer the wil 
option of picking up th« y.C 


item before the ne 


CTrve e 


Ol ) 
up to $200 each are Money Packets 


| 


available at all post offic secure hand 


and are cashable without a y, Sto 1d | 
service charge at any post bi ot 

office or chartered bank U 

Money Orders can be worth 


1e post Vioneyv Fat 


purchased at t 


15 
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OVERVIEW [able 8 
Financial highlights 


The fiscal year ended Gnilion)SC*~C~*~<CS*~*~‘s*~*~«SBGB~=~*«*OS-BH«d-BS «983-8 «1987-83 
March 31, 1987 is the ; 
Corporation's first op- Total revenue ad Pere eos eae a 
: : ner cent increase 7.7% 10.3% 4.2% 6.3% - 
portunity to provide taint Sean 
five complete years of Salary expense 2,243 2,208 ee ae 1,859 
financial results. This per cent increase 1.6% 4.2% fees 6.3% ‘ 
section outlines the Other expense 856 760 ibis: 724 690 
results. per cent increase (decrease) 12.6% (1.9 %) 7 OF 4.9% - 
total expens: 3,099 2,968 2,895 2,700 2,549 
olumes { increas 4.4% 2.5% oe 5.9% ! 
the fift Pac Obeeshons 7 129 210 305 300 291 
phical area, postal United States in terms of lowest rates following 
i da are among the number of minutes only the United States and 
1ajol required in each of these Australia. 
icl count yf the Organiza- ountries to earn the price The figures in Table 9 
n . dt tion for Economic Coor of a basic stamp. A com- reflect the most recent 
evi nel parison of their postal increase to 36 cents for 
rates, converted to Cana- Canada as of April 1, 1987 
lian currency, reveals that and reflect the rates in 
ter the Canada has the third effect as of December 1, 


ett. 
ge 
a 
60° 
EDL 
H 


POSTAL RATES 


Table 9 REVENUES 
Basic Domestic First Class Letter Rate Comparison - Major OECD Countries AND VOLUMES 
POSTAGE* POSTAGE MINUTES OF Tables 10 and 11 demon 
| WORK strate the trends in all 
COUNTRY (LOCAL CURRENCY) ($ CDN) REQUIRED TO prea its : 
ei mM vol : : 
UNITED STATES 22¢ 30¢ 13 Baie oa Rick oor eee 
CANADA 36¢ 36¢ 1.82 eta 
SWITZERLAND 0.5CHF A1¢ 2.01 ae 
AUSTRALIA 36¢ 33¢ ; ) 
SWEDEN 2.10K 42 ) 42 the 1 ease 
JAPAN 60 y y2¢ 6 ) | 
UNITED KINGDOM 18 p 374 78 Be eon ere a ee 
WEST GERMANY 80DM 54¢ 97 iGo Me ae 
FRANCE 2.20F 46¢ 346 aati aaa on ae og: 
ITALY 600 1 58¢ 3.70 ees 


-*Currency symbols: 


CHF (Swiss Franc) 
DM (Deutsche Mark) y (Yen) 


p (Pence) K (Sw edish Krona) 
F (French Franc) 


1 (Lire) 


1986 for all other coun- 

tries. Labour rate com- 
parisons are based on 
May 1986 wages 
earned. 


A prototype 
community mail 
centre was 

built in Amber- 
wood Village, 
Stittsville, Ont. 
to serve 400 
homes with 
incoming and 
outgoing mail 


and a stamp 
vending 
machine. 


Table 10a 
Revenue by category 


eS RS IE NST TE I ELSE IETS EE EEE ETI ES SELLE EROS SITE IS LETITIA IIT BE IEE IE AI SEN, 


($ millions) 1986-87 1985-86 1984-85 1983-84 1982-83 
First Class 1,746 1,623 1,504 1,477 1,374 
Second Class 282 282 78 DTS 

Third Class unaddressed 149 145 134 110 

Third Class addressed 164 157 35 E 

Fourth Class 176 154 131 126 

Special mail services og 205 16 

Government mail 10 - 

Total mail 2,754 2,566 ) ) 246 0 
Other 216 192 155 15] 15 


Total 2,970 2,758 2,500 2,400 


Table 11a 
Originating mail volumes by category 
oo  —___. ae 


(millions of pieces) 1986-87 1985-86 1984-85 1983-84 1982-83 
First Class 4,375 1213 97 : 

Second Class 580 572 47 b 

Third Class addressed 770 ; 
Fourth Class 58 — 57 ret: ; 
Special mail ser ices 7 ; 59 5 : 
Government mail 47 4 / , < Me 
Total worked mail 5,889 5,629 ; 

Third Class unaddressed 2,049 2,067 |; 

Total originating 7,938 


Total Revenue 


3,000 


rl a EEE 


2,500 


Revenue and originating volumes 
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Table 11b 


Total Originating Volume 


(millions of pieces) 


9,000 


i nn eee EEE EEE SESE 


7,500 


1986-87 
Per cent 
Per cent increase 
increase Volumes (decrease) 
Over (millions Over 
Revenue Previous of Previous 
Mail category ($ millions) Year pieces) Year 
350 1.49% 


Total originat Wi, 7,938 o% 
Total expenses 

1986-87 1985-86 1984-85 1983-84 1982-83 
Total all expenses ($ million 3,099 2,968 2,095 2,700 2,549 
Per cent increase 44% 25% 7 OO 5 9% y 


1984-85 1985-86 1986-87 


OTHER REVENUE 
Other revenue composed 
of international settle- 
ments (revenues received 
by Canada Post from other 
postal administrations to 
deliver their mail), phila- 
telic and retail sales, post 
office box rentals, money 
order fees, and other 
services increased by 

12.6 per cent. Revised 
international agreements 
account for the majority of 
the revenue growth in this 
category. 


EXPENSES 

As illustrated by Table 13, 
total expenses of $3,099 
million represent an 
increase of 4.4 per cent 
when compared to the 
prior year. In order to 
achieve this overall result, 
efficiencies were extracted 
from all areas of the 
Corporation and efforts 
were directed at control- 


ling the mix of resources 
required to provide 
improved service to the 
public. 

The growth in salaries 
and benefits expense of 
1.6 per cent is the lowest 
year-on-year increase since 
incorporation and is 
largely due to the 1.4 per 
cent reduction in person- 
year utilization. (see table 
6) The 2.6 per cent de- 
crease in full-time and 
3.4 per cent decrease in 
part-time person-year 
utilization respectively 
reflects the benefits of the 
1985-86 Accelerated 
Attrition Program which 
offered certain employees 
an incentive to leave the 
Corporation; 850 appli- 
cants were accepted. 
Efforts to improve operat- 
ing efficiency by control- 
ling mail volumes, down- 
stream notification of 
incoming mail, and the use 
of production manage- 
Ment support systems 
enhanced the Corpora- 
tion’s ability to match staff 
levels to workload. 
Consequently the use of 
casual employees to clear 
peak period volumes was 
increased. This use of 
casual hours allowed the 
Corporation to handle 
increased mail volumes 
more cost-effectively. 

In 1985-86 the category 
of benefits and allowances 
included $29 million 
attributed to the Accel- 
erated Attrition Program. 
When this is removed for 
comparative purposes the 
real increase in 1986-87 is 
$1 million. 


Table 14 
Salaries and benefits expenses 


Per cent 
increase 
(decrease) 
Over 
($ millions) Previous Year 1986-87 1985-86 1984-85 1983-84 1982-83 
Full-time salaries 1.0% 1513 1,498 1,483 1,429 1,315 
Part-time salaries 4.9% 150 143 137 136 127 
Casual salaries 48.2% 83 56 55 40 On 
Overtime 8.8% 124 114 98 67 66 
Other 9.5% 46 42 44 3 42 
Benefits and allowances (7.9% 327 355 303 261 272 
Total salaries and benefits 1.6% 2243 2,208 PAPA 1,976 1,859 
Per cent increase 1.6% 4.2% 73% 6.3% = 
Table 15 
Non-salary expenses 
Per cent 
increase 
Over 
($ millions) Previous Year 1986-87 1985-86 1984-85 1983-84 1982-83 
Transportation 3.6% 318 307 297 284 300 
Accommodation 40.4% 191 136 150 144 
Depreciation Tesyal 86 80 77 71 68 
Other 10.1% 261 O37, Da 225 19] 
Total non-salary expenses 12.6% 856 760 FAS 724 6 
Per cent increase (decrease) 12.6% (1.9%) 7 .O% 49° 


NON-SALARY resumed normal billing 


EXPENSES 
The growth in non-salary 
costs of 12.6 per cent is 
largely due to abnormal 
increases in accommoda- 
tion expense as explained 
below. The real increase 
when these are removed 
for comparative purposes 
is 7.0 per cent. 
Accommodation - 
effective April 1, 1986, the 
Corporation assumed full 
financial responsibility for 
grants in lieu of taxes paid 
to municipalities, which 
had previously been paid 
by the Department of 
Public Works. During the 
year, that department also 


procedures in accordance 
with the property manage- 
ment arrangement, com- 
pared with the lump-sum 
settlement negotiated the 
previous year. These 
changes accounted for 
approximately 32 per cent 
of the 40.4 per cent in- 
crease, the remainder 
being attributable to 
increased use of rental 
accommodation as well as 
ongoing cost increases. 
Other expenses in- 
creased by 10.1 per cent 
and reflect the additional 
first time ongoing admin- 
istrative costs, primarily 


for travel and supplies, 
required to support both 
the corporate programs 
designed to improve 
operational and adminis- 
trative systems and proce 
dures as well as the 
increasing capital invest- 
ment programs. 
Transportation costs 
increased by 3.6 per cent. 
General rate increases in 
the industry, particularly 
in air transportation, were 
offset by shifting volumes 
to lower cost and more 
efficient services as part of 
the Corporation’s ongoing 
transportation network re- 
configuration. 


CAPITAL 


INVESTMENTS Capital Investments 
The Co! pt ration has Per cent 
determined that funda- increase 
1ental changes mus! Over 
See a ($ millions) Previous Year 1986-87 1985-86 1984-85 1983-84 1982-83 _ 
1986-87 is the Real Batal 116.4 42 20 27 28 20 
42 23 7 20 18 
pa ; ; 4 31 13 3 34 3 
; 5 115 56 37 82 4] 
. es ; ease) 105.7% 19.5% (54.2%) 101.5% 
New fork lift 
trucks were 
purchased to 
improve the 
handling of 
mail containers. 
AGENCY 
AGREEMENTS 
EXTRAORDINARY 
RESTRUCTURING 


COSTS 


Cetmeweiy IST ONAL GENERAL MANAGERS 


Larry Reid Marc L’Anglais R.C. Johnson 
Atlantic Division Rideau Division Mid-Weel 


1713 Bedford Row 
Halifax, Nova 
Scotia 

B3J 2B1 


Robert Favreau 
Quebec Division 
1535 Chemin 

Ste Foy 

Quebec, Quebec 
G1S 2P0 


Da 


André Malo Mike Gormick 


Montreal D 

715 Peel 
Montreal, Quebec 
H3C 2H0 


Dale Fairbrother 
Huron Divisi 
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Canada Day—Science and 


Technology—Rotary Exploration—CAPEX 87 | 
Snowplow, Canadarm, Souvenir Sheet—October 


1, 1986 


Heritage Post Offices | 
(Toronto)—February 16, | 
1987 | 


d 


Exploration of Canada — 
The Investigators: Etienne 
Bralé, Radisson and des 
Groseilliers, Jolliet and 
Marquette, and the 
Missions in the Wilder- 
ness—March 13, 1987. 


Canadian Locomotives 


(1925-45) —November 21, 
1986 


international Year of 
Peace—September 16, 


1986 


AUDITORS’ REPORT 


equit ty of 


a en n end 


198 87 and 


A 


eat 


Kenneth M. Dye, 


Auditor General of nae 


dministra 


Ottawa, Canada 
June 10, 1987 
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Corporate profile 


We are Canada Post Corporation - an enterprise of many thousands 
of employees determined to provide all Canadians with reliable and 
accessible postal products and services at reasonable rates. 


Canada Post is a federal Crown corporation, responsible for the 
collection, processing and delivery of almost 8 billion hard copy 
messages and parcels annually to more than 10 million addresses or 
points of call. 


Its products and services are marketed through a network of more 
than 14,000 outlets, more than half of which are operated by pri- 
vate businesses. 


The Corporation employs a workforce of 62,000 full- and part-time 
employees; provides employment for approximately 12,000 casual 

_workers; operates a network of 30 major mail processing plants; 
and operates a major fleet of vehicles to move the mail. It is one of 
the largest users of transportation services provided by air, truck 
and shipping operations in Canada. 
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Revenue 
Billions of dollars 
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Cost per piece 
Cents per piece 
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Employment - operations 
Millions of hours paid 


128 130 128 126 128 


Volume 
Billions of pieces 
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Revenue per piece 
Cents per piece 
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Loss from operations 
Millions of dollars 


395 
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Management 


overview 


To the Minister responsible for Canada Post Corporation: 


For Canada Post, 1987-88 was a year of progress towards meeting 
the challenges inherent in implementing fundamental change and 


achieving the objectives of our corporate plan. 


We continued in our task of improving the reliability of postal serv- 
ice, and became the first postal administration in the world to insti- 
tute a public measurement of our performance by an independent 


outside firm. 


The standards of delivery are based on those recommended by the 
government-appointed Marchment Committee in the report it com- 


piled after travelling from coast to coast and listening to Canadians - 


two days within the same city, three days between major centres 


within the same province, and four days between provinces. 


We improved the public’s access to our services, expanding by 469 
the number of retail postal outlets operated by local businesses 
where Canadians can buy postal services or products in both rural 


and urban Canada. 


We expanded our delivery network, already one of the most 
extensive in the world, by adding more than 150,000 new addresses, 


using a variety of traditional as well as innovative modes of delivery. 


Reflecting an adjustment lower than the rate of inflation, we offered 
Canadians a basic letter rate that continued to be the second lowest 
in the industrial world in terms of the time it takes the average 

worker to earn the price of a stamp. By the same yardstick, the rate 


today is the same as it was in Canada 35 years ago. 


And we reduced our loss from operations from $129 million in 
1986-87 to $30 million this year - missing our target by $8 million - 
as we moved towards the objective of reaching the break-even point 


in 1988-89. 
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Management overview 


Our revenues passed the $3 billion mark for the first time in postal —————— 


history in Canada, marking an increase of 5.7 per cent over the reve- 
nues of the previous year. At the same time we held the increase in 
expenses to 2.3 per cent. 


These results were achieved in the face of national strikes by two 
major postal unions, and a three-week strike by one union of our 
major air carrier. Actions taken by the Corporation to maintain 
postal services during these strikes built customer confidence and 
support which was reflected in improved volume and revenue after- 
wards. In collective agreement negotiations during the year Canada 
Post achieved some of the flexibility required to manage the 
Corporation more effectively and reduce operating costs. 


The year under review marked the end of the term of appointment of 
Mario Beaulieu as a Director of the Corporation. We take this op- 
portunity to express the appreciation and gratitude of the Corpora- 
tion to Mr. Beaulieu for his contribution, and to weleome two new 
members to the Board, Micheline Bouchard and Pierre Roy. 


The report that follows details the many and diverse actions taken to 
implement our objectives of reliable, accessible and affordable postal 


service. 


We believe that all the men and women of Canada Post who have 
participated in planning and carrying out these activities, and in 
providing an improved postal service to Canadians, can take pride in 
the achievements of the Corporation. 


Together we will continue to build the postal service required to meet 
the needs of a changing environment, thereby ensuring that Canada 
Post delivers on its commitment: better service for Canadians. 


Sylvain Cloutier Donald H. Lander 
Chairman of the Board President and Chief Executive Officer 


TCT 
Our customers 


Nearly every Canadian sends and receives mail. The Corporation’s 


customer base. therefore, consists of the entire population and every 


business and institution in the country. 


Consumers generate approximately 20 per cent of the total volume of 
mail handled by the Corporation, primarily through personal cor- 


respondence and payments. 


Businesses use the postal service for a variety of activities, including 
the distribution of correspondence, invoices, advertisements, publi- 
cations and products. Currently, business generates approximately 
80 per cent of the total mail volume handled by the Corporation, 


more than half of which is contributed by large volume mailers. 


Canada Post works closely with its major customers to develop prod- 
ucts and services that serve their needs and, at the same time, in- 
crease revenues and reduce costs for the Corporation. For example, 
large volume mailers can qualify for reduced postage rates when they 
adhere to mail preparation standards that allow the Corporation to 
machine-process their mail, or when they pre-sort their mail accord- 


ing to certain specifications so the mail can bypass processing. 


Similarly, the Corporation is able to pass savings on to consumers 
through its Greetmore Program, which was developed in cooperation 
with the greeting card industry. This program allows customers to 
save on Christmas postage by using specially produced envelopes 


which can be machine-read in processing. 


The year saw the introduction in the Corporation of a distribution 
function which coordinates mail from large volume customers with 
the Corporation’s operations. By working with mailers in this way, 
Canada Post is aware of how much mail is expected, which plant it is 
entering and what the delivery requirements are, and can coordinate 


activities to ensure more efficient and effective service. 


eae 
Our customers 


The Corporation undertook a major initiative in cooperation with 
Petro Canada, a major mail user. Petro Canada’s Share The Flame 
campaign began at the end of the previous fiscal year with the distri- 
bution of some 10 million pieces of unaddressed admail - the largest 
single mailing ever. Since January 1987, Canada Post has delivered 
over 39 million pieces of unaddressed admail, related to the 


XV Olympic Winter Games, on behalf of Petro Canada. 


In addition to working with industry and business groups, Canada 
Post continued to keep abreast of public opinion on its policies and 
programs and of changing consumer needs through consumer advisory 
panels that consist of volunteer representatives from key segments of 
Canada Post’s consumer base, including large and small businesses, 


non-profit and special interest groups, and residential users. 


eT TCT 
Our products and 
services 


_—________——__ As part of an ongoing process to make postal products and services 


more competitive in today’s marketplace and more accessible to 

customers, Canada Post began shifting its product lines away from a 
class-related structure to one that addresses the identified price and 
service needs of customers. The Corporation undertook the develop- 


ment of a range of products that relate price to the speed of delivery. 


Letter mail, which represented 56 per cent of the business volume 
handled by Canada Post this fiscal year, remained constant with the 
previous year despite labour interruptions. Revenue relating to 
letter mail represented 57 per cent of the total revenue and increased 


by almost 7 per cent. 


Publications mail consists of magazines and newspapers. Postal rates 
for this service are partially paid for by the government as part of its 
cultural, social and economic policies. In 1987-88, publications mail 


volume and revenue remained relatively stable. 


Unaddressed advertising mail volumes declined by 13 per cent and 
revenues decreased by 8 per cent, reflecting the negative impact of 
labour disruptions during 1987-88. As a result of the collective agree- 
ment signed with the Letter Carriers’ Union of Canada this year, the 
Corporation gained the flexibility to accept and deliver oversized un- 
addressed advertising mail, a product which has a great potential for 


erowth. 


Addressed advertising mail continued its upward trend of previous 
years with volumes increasing by 19 per cent and revenues increasing 
by 30 per cent. This product continues to be an effective medium for 


businesses to advertise and sell their products and services. 


While volumes for parcel mail experienced a decrease of 8 per cent 
from the previous year, revenue from this product increased by 2 
per cent. In order to increase its market share of the parcel business, 
Canada Post was, at year end, restructuring the service to enable the 


Corporation to meet competitive standards for delivery and rates. 


eee 
Our products and services 


Special services include options to basic services such as Registered 
Mail, Certified Mail, Special Delivery, Money Orders and Cash on 
Delivery. The revenue for special services increased by 5 per cent 
while volume increased by 2 per cent. 


Priority Post/EMS Courier provides next business day delivery of 
documents and parcels between major centres in Canada at competi- 
tive market rates. This service, that is also available to the U.S., 
Europe and other international destinations, was expanded to include 
more European destinations as well as some Pacific Rim countries. A 
direct air link was established between Canada and the U.S. Postal 
Service Express Mail hub at Terre Haute, Indiana, to speed the 
movement of Priority Post/EMS Courier items to and from U.S. 
destinations. 


Priority Post/EMS Courier is a member of the worldwide EMS postal 
courier network. Canada Post and 10 other postal administrations 
joined together to establish the EMS International Post Corporation 
whose primary goal is to operate a network capable of handling and 
transporting EMS and other international mail among member coun- 


tries efficiently. 


Canada Post offers three electronic mail services: Telepost, Intelpost 

and EnvoyPost. These are text or facsimile transmission services and, 
with the addition of the Special Delivery option, can ensure same-day 
delivery between major centres. 


Volume Electronic Mail is designed for large mailings by commercial 
customers. This year saw a growth in Volume Electronic Mail as the 
largest contract to date for the service was signed with a major Cana- 
dian newspaper. This newspaper uses Volume Electronic Mail to send 
bills to classified advertisers, a move that will increase revenue for 
the Corporation. 
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Our products and services 


(ther revenue consists of international settlements (revenues re- 


ceived by Canada Post from other postal administrations to deliver 
their mail), philatelic and retail sales, post office box rentals, money 
order fees and other services. These revenues remained constant 


during the year. 


Canada Post offers a wide range of philatelic and related products 
such as definitive and commemorative stamps, official first day 
covers, souvenir collections and thematic souvenir stamp packs for 
stamp collectors in Canada and around the world. During the year, 
Canada Post issued 12 definitive stamps, 36 commemorative stamps 


and a souvenir sheet. 


CAPEX 87, Canada’s third international philatelic exhibition, was 
held in Toronto in June and attracted philatelists from around the 
world. The Corporation’s participation included a major on-site 
postal facility, special stamp issues, commemorative covers, special 


postmarks and historical and philatelic exhibits. 


As Canada played host to the world during the XV Olympic Winter 
Games held in Calgary in February, Canada Post participated in 
Olympex ’88, an international philatelic exhibition. Through the 
participation of postal administrations around the globe, Olympex 
°88 brought together stamps and other memorabilia with an 


Olympic or sports theme to thousands of philatelists and visitors. 


Our 
commemorative 
stamps 


1. 1988 Olympic Winter Games - 
Speedskating, Bobsleigh - April 3, 
1987 


2. Volunteers - April 13, 1987 


3. Canadian Charter of Rights and 
Freedom - April 15, 1987 


4. Engineering - May 19, 1987 


5. CAPEX ‘87 - (Souvenir Sheet) 
Nelson-Miramichi Post Office, Saint- 


yA@ e ENTE PALATE LORGANISATON DE LA oa Sean ete 
188 ia e INCGANADA PHILATELIE AU CANADA Office - June 12, 1987 
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: 6. Canada Day: Science and 
Technology - Communications - 
Newsprint Pulp, Undersea Telegraph, 
Half-tone Engraving, AM Radio - 
June 25, 1987 


7. Steamships - Segwun, Princess 
Marguerite - July 20, 1987 


8. Historic Shipwrecks - San Juan, 
Hamilton/Scourge, Breadalbane, 
Ericsson - August 7, 1987 


9. Air Canada - September 1, 1987 


10. Francophone Summit, Quebec City - 
September 2, 1987 


11. Commonwealth Heads of 
: Government Meeting, Vancouver 
anes - October 13, 1987 


AME GAY 


12. Christmas - Christmas Tree, 
Poinsettia, Holly, Mistletoe - 
November 2, 1987 


13. 1988 Olympic Winter Games - Cross 
Country Skiing, Ski Jumping - 
November 13, 1987 


14. Grey Cup - November 20, 1987 


15. 1988 Olympic Winter Games - 
Curling, Alpine Skiing, Figure Skat- 
ing, Luge - February 12, 1988 


16. Exploration Recognizers - Anthony 
Henday, George Vancouver, Simon 
Fraser, John Palliser - March 17, 
1988 
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Our operations 


—____————— Reliable service performance 


During 1987-88, Canada Post became the first postal administration 
in the world to contract with an independent firm of auditors to 
monitor postal service performance regularly and to announce the 
results publicly. Clarkson Gordon measured and reported on 
service performance results for each of the last two quarters of the 


fiscal year. 


Service performance is based on the number of business days re- 
quired for an item to reach its destination through the postal sys- 
tem. It is calculated by measuring the number of business days from 
the date an item is deposited into the postal system to the date it is 


delivered to the addressee. 


As part of its service reliability program, the Corporation has 
committed to deliver properly prepared, first-class letter mail 


consistently: 


¢ within two business days for letters originating in and destined 


for the same major urban centre; 


¢ within three business days for letters sent between major centres 


within the same province; 


¢ within four business days for letters sent between major centres 
in different provinces; 


¢ within three business days rather than four for letters sent 
between major centres within Atlantic Canada, within Manitoba 
and Saskatchewan, and between Ottawa or Metro Toronto and 
greater Montreal. | 


Clarkson Gordon’s Service Performance Achievement Reports 
established that Canada Post attained the following overall levels of 
performance for properly prepared, first-class letters during the 
last two quarters of the fiscal year: 


¢ for letters mailed in and destined for the same urban centre, 83 
per cent of the mail in the third quarter and 90 per cent in the 
fourth quarter was delivered within two business days from the 
date of mailing; 
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ea 
Our operations 


¢ for letters mailed between major urban centres within the same oe 


province, or as otherwise noted above, 79 per cent of the mail in 
the third quarter and 89 per cent in the fourth quarter was 
delivered within three business days from the date of mailing; 


e for letters mailed between major urban centres in different prov- 
inces, 85 per cent of the mail in the third quarter and 93 per cent 
in the fourth quarter was delivered within four days from the 
date of mailing. 


In each case, service performance improved significantly in the 
fourth quarter, having recovered from a 17-day labour disruption 
involving 35 per cent of the Corporation’s total workforce, a 19-day 
labour disruption involving employees of the carrier which normally 
transports about 80 per cent of domestic air mail, and record 
Christmas volumes. These factors had combined to depress service 
performance results in the third quarter. 


Mail processing efficiency 


Improved operational performance Beeccpenioireid 


Mail processing efficiency increased by 4.2 per cent from last year ae 


256 
232 242 248 


to 266.3 pieces of mail processed per hour paid. This continues the 
steady improvement in mail processing efficiency of more than 17 
per cent since 1982-83 and is a result of handling increased volumes 


with fewer resources. 


Revised sortation strategies were developed and implemented in all 


83-84 fj 24-85 ff 25-86 fl 6-7 fj s7-28 
mechanized facilities during the year. Manual sortation was ration- 


alized so that manually sorted items could move downstream faster; 
the amount of handling required for large volume mailings was 
reduced; and, mechanized facilities extended sortation to letter 
carrier walks to more locations, thereby reducing costly and time- 


consuming manual sortation. 
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Our operations 


The Service Identification System, that uses colour coding to clearly 


indicate delivery commitments, was extended to 66 locations. The 
system was further extended to publishers’ mail, advertising bulk 


mailings and parcel products. 


Letter carrier efficiency Letter carrier efficiency improvements, which are driven by points 
Points of call per hour paid 


of call rather than mail volume, have steadily improved since incor- 
poration. An improvement of 1.1 per cent was achieved during 
1987-88 over the previous year. It resulted from route restructur- 
ing, lower absenteeism rates and the increased use of Supermail- 
boxes that provide a more cost-effective method of servicing an 


expanding delivery network. 


83-84 ff 04-05 ff 95-86 fl 6-87 ff 97-28 The Corporation streamlined its processing and transportation net- 
work in order to compete more effectively for parcel business. Im- 
plementation was begun in Metro Toronto during the year and will 
be extended in the new year to the Quebec-Windsor corridor where 


60 per cent of the parcel business originates. 


The Corporation acquired 23,000 additional monotainers to replace 
mail bags, to improve the transportation of mail within and between 
mail processing plants and mail from large-volume mailers, and to 


increase productivity and reduce operational costs. 


During the year, Canada Post transferred the movement of all 
surface mail from rail to road, giving the Corporation more direct 
control over its routing and scheduling. The conversion from rail to 


road resulted in increased capacity and improved transit times. 
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Our operations 


Computer technology also contributed to improvements in — = 


operational performance. Track and Trace, a computerized data 
collection system that allows the Corporation to monitor the move- 
ment of Priority Post/EMS Courier items at every stage from receipt 
to delivery, was fully implemented in all of the 23 Priority Post units. 
This system provides increased operational control and enhanced 
product management which means better service for customers. 
Priority Post/EMS Courier is the only Canadian courier service to 
offer this tracking and tracing capability. 


To improve its ability to provide consistent and reliable service, the 
Corporation developed software that allows a mail processing plant 
to be automatically reprogrammed to do the work of another in 
emergency situations. Canada Post also commenced research into the 
integration and improvement of computer and equipment technology 
and the development of a prototype of the mail handling environment 
of the future. 


In addition, the Corporation began establishing its own data commu- 
nications network in order to reduce the costs associated with public 
networks. The system is capable of handling all types of data includ- 
ing that related to Track and Trace, surface and air routing plans, 


financial reports, volumes and labour usage information. 


Expanding collection and delivery 


Canada Post operates one of the most extensive collection and deliv- 
ery systems in the world. It provides more than 700,000 points of 
entry across the country, including post offices, street letter boxes 
and Supermailboxes, where customers can deposit mail into the 
postal system. It provides delivery to more than 10 million addresses, 


or points of call, in Canada. 
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Our operations 


Canadians have always been served through a variety of delivery 


methods. Like other modern postal administrations, Canada Post 
has accommodated increased points of call through innovative and 
cost-effective methods, such as Supermailboxes, community mail 
centres and kiosks, that enable customers to post as well as receive 


their mail conveniently. 


During 1987-88, more than 150,000 points of call were serviced 
through Supermailboxes, approximately 8,000 of which were served 
through mini parks which group Supermailboxes together in a single 
commercial or industrial location. In addition, 6 kiosks were in- 
stalled and the first double kiosk, a self-contained external lock box 


unit, was installed in St-Jerome, Quebec. 


New disciplines in the management of the corporate fleet led to 
reduced cost, improved service and increased use of vehicles. The 
changes include new and relocated garages, greater use of diesel and 
propane fuel and the adoption of an improved maintenance program 
that decreased other maintenance costs by 6 per cent from the previ- 


ous year. 


Increased customer access 


Continuing in its thrust to modernize and improve public access to its 
products and services, Canada Post undertook a number of major 
initiatives to bring postal services closer to Canadians using the 


resources and expertise of local business. 
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Our operations 


An increased number of retail postal outlets were established in both 
urban and rural areas of the country and a consistent retail pres- 
ence, including newly designed postal counters and some electronic 
point-of-sale equipment, was introduced. In addition, customers 
were able to pick up items of mail requiring personal contact, such as 
parcels, registered mail and COD, at selected retail postal outlets in 
their neighbourhood, more conveniently located and open longer 
hours than existing corporately operated outlets. 


Changes in rural areas were implemented when natural opportunities 
occurred such as the resignation, retirement or promotion of the 
local postmaster, or when the community itself requested a change in 
its postal service. Such changes followed consultations with the 
community. 


Comprehensive locational and demographic analyses, planned for 
every major community across the country, were begun during the 
year to identify specific locations where postal services should be 
made available to provide the most convenient service. Analyses 


were completed in 9 major markets across the country. 


Initiatives undertaken in 21 of the Corporation’s 34 Customer 
Service offices have contributed to improvements in service and 
customer access. Through upgraded telecommunications capabilities 
and direct computer access to postal code and rate information, 
these offices now effectively handle up to 2.1 million customer calls 
annually. 
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Our people 


he year in review saw the continuation of collective bargaining 


including that which began in mid-1986 with the Letter Carriers’ 
Union of Canada (LCUC), representing 21,000 employees, and the 
Canadian Union of Postal Workers (CUPW), representing 23,000 
inside postal workers. Through negotiation, the Corporation sought 
collective agreement changes required to pave the way to improved 
service and financial self-sufficiency through more efficient operations 


and reduced costs. 


The goals of the Corporation, as it entered these negotiations, were 

to achieve labour costs comparable with businesses in the private sec- 
tor; to make gains in its ability to manage its operations in a business- 
like manner; to establish a pattern for compensation for all bargaining 


units; and to introduce job and income protection measures. 


A negotiated settlement was signed with the LCUC on July 23, 1987 
after 19 days of rotating strikes throughout which mail service was 


maintained. 


Settlements were also reached with the Computer Systems group 
(October 28, 1987), the Nursing and Engineering groups (March 9, 
1988), and with the International Brotherhood of Electrical Workers 
(March 31, 1988). 


A negotiated settlement was not reached with the CUPW during the 
fiscal year despite the efforts of a conciliation commissioner. After a 
17-day strike, throughout which mail service was again maintained, 
legislation was passed on October 17, 1987 ordering employees back 


to work and a mediator-arbitrator was appointed. 
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Our people 


The first phase of the bargaining unit review process undertaken by —_—_—-27/7VYNYTHYSY-__ 


the Canada Labour Relations Board (CLRB) reached its cenclusion 
in the latter part of the year. The Corporation had approached the 
CLRB in May 1985 to initiate a review of the bargaining structure, 
seeking to reduce the number of bargaining certificates from 30 to a 
number that would allow a more efficient bargaining process. 


The CLRB deemed that 4 bargaining units were appropriate to rep- 
resent Canada Post’s employees. The decision of the CLRB protects 
the rights of employees under the Canada Labour Code and would 
allow Canada Post to conduct its operations in a reasonable and 


responsible manner. 


In the last quarter of the fiscal year, an increased focus was placed 

on employee programs, the benefits they offer and their contribution 

to overall corporate objectives. 

In an effort to bring employee attendance to prevailing industry Absenteeism 


. ; Number of days per employee 
norms, continued emphasis was placed on attendance management 


19.1 


programs which resulted in an improvement equivalent to .8 days 
to 14.7, down substantially from the 19.1 days experienced in 
1983-84. 


Strengthened emphasis on employee safety and incident management 
have improved the level of safety in the workplace. These efforts 


have resulted in a 5 per cent reduction in the number of accidents 83-84 fj 64-05 ff 95-86 fi] 26-07 il 97-20 
and a 10.5 per cent reduction in accident severity, from 274.5 days 
lost per 100 employees in the previous year to 246 in 1987-88. 
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Our financials 


Our year in review 


The loss from operations and amortization of extraordinary restruc- 
turing costs totalled $38 million, missing the government funding 
target by $8 million. However, Canada Post reduced the loss from 
operations to $30 million from $129 million in 1986-87. 


The growth in revenue of 5.7 per cent reflects the impact of the 
April 1, 1987 and the January 1, 1988 rate actions and the 2.4 per 
cent increase in addressed mail volume. The 1987 labour disruptions 
negatively impacted the unaddressed advertising mail volume which 
experienced a decrease of 13.0 per cent in 1987-88. Subsequent to 
the labour disruptions the Corporation’s revenue and volume per- 
formance improved dramatically, due to effective marketing pro- 
erams and strengthening economic conditions. As a result, the over- 


all decrease in total mail volume was restricted to 1.6 per cent. 


The growth in total expenses of 2.3 per cent is the lowest year-on- 
year increase since incorporation and is largely due to management 
of labour to workload, and continued control over wage inflation. 
The additional operating costs of moving the mail during the labour 
disruptions were offset by constraint measures implemented during 


the last half of the year. 


Salary expenses 


The Corporation experienced a moderate increase of 1.1 per cent in 
salary expenses. In spite of the increase in addressed mail volumes 
which drive labour usage, the salary and benefit increases were 
minimized by the efficiency gains achieved within mail processing 
and collection and delivery activities as well as control over labour 


rate increases. 


Part-time and overtime labour utilization for operations was 
reduced both as a result of these efficiency gains and the hours 


lost due to work stoppages. These reductions were offset by the 
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increased use of casuals which include the replacement workers SS 


hired to keep the mail moving during the labour disruptions. 


Non-salary expenses 


Non-salary expenses of $901 million represent an increase of 5.3 
per cent when compared to the previous year. Transportation and 
other expenses account for a significant portion of this increase. 


Higher transportation industry rates and unusual transportation 
requirements in urban areas during the labour disruptions were 
partially offset by decreased air mail volumes. 


Other expenses included the new cost of Clarkson Gordon's Service 
Performance Achievement reports, additional security costs, adver- 
tising costs in support of corporate programs and commissions to 


retail postal outlets. 


Agency agreements 


As a-Crown corporation, Canada Post is required to disclose the 
number of its sales and procurement agents and the aggregate they 
have received. In 1987-88, 2,412 retail postal outlet operations were 
paid $31,991,200; 6,331 stamp agents received $3,206,700 through 
sale discounts; and 7 foreign philatelic distributors received commis- 


sions of $85,800. 


Extraordinary restructuring costs 


In 1987-88 the Corporation continued to invest significant funds in 
various multi-year programs to support fundamental changes in the 
postal system. These expenditures, which totalled $190 million, are 
necessary to restructure the postal system in order that Canada Post 
may achieve the operating and service performance standards to 
which it is committed. Significant extraordinary expenditures were 
made on strategic initiatives associated with negotiating contractual 
flexibility, improving plant production, increasing service perform- 


ance and accessibility to retail operations, as well as specific support 
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—_____——— programs to develop management information systems. In agreement 
with the Government, both as the shareholder and the rate regulator, 
these costs are recovered from customers over the period during 


which users of the postal system derive benefits therefrom. 


Asset acquisitions Asset acquisitions 
Millions of dollars 


Se The increased level of capital spending, started a year ago, was main- 
tained in 1987-88 despite the impact of the labour disruptions. The 
Corporation continued toward an objective of accelerating the re- 
placement of its corporate asset base in an effort to optimize cost effi- 


ciencies and service capability. 


Significant investment has been made in constructing new mail proc- 


83-84 | 84-85 | — | 86-87 A 87-88 


essing facilities as well as improving existing ones in an effort to 

consolidate, streamline, and upgrade operations. The Corporation 
continued to modernize the vehicle fleet and expand the Supermail- 
box program to achieve the required efficiencies and improvements 


in collection and delivery 


e 
- 
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Our year in review Our financials 


Per cent 
increase (decrease) 

over previous year 1987-88 1986-87 
Financial highlights 
(in millions of dollars) 
Total revenue 5.7% 3,139 2,970 
Salary expenses 1.1% 2,268 2,243 
Non-salary expenses 5.3% 901 856 
Total expenses 2.3% 3,169 3,099 
Loss from operations (76.7%) 30 129 
Loss from operations and 
amortization of extraordinary 
restructuring costs (70.5%) 38 129 
Employment - operations 
Millions of hours paid 1.3% 128.1 126.4 
Revenue by product 
(in millions of dollars) Revenue antvellinie 
Letters 6.8% 1,781 Oe ei hal 
Publications 1.4% 289 285 lass-oriented product definiti d 
Addressed admail 29.8% 209 161 identity the enue Perens 
Parcels 1.9% 268 963 volume by major product. 
Special services 4.8% 238 227 
Total addressed 7.0% 2,785 2,603 
Unaddressed admail (7.9%) 139 ey 
Total mail 6.2% 2,924 2,754 
Other (0.5%) 215 216 
Total 5.7% 3,139 2,970 
Volume by product 
(millions of pieces) 
Letters 0.1% 4,365 4,359 
Publications (1.0%) 980 586 
Addressed admail 19.4% 918 769 
Parcels (8.1%) 79 86 
Special services 1.7% 60 59 
Total addressed 2.4% 6,002 5,859 
Unaddressed admail (13.0%) 1,809 2,079 
Total (1.6%) 7,811 7,938 
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Management's Our financials 


responsibility for 
financial reporting 


The Board of Directors is responsible for the financial statements 
and all other information presented in this annual report in accor- 
dance with the Financial Administration Act and regulations. The 
financial statements have been prepared by management in accor- 
dance with generally accepted accounting principles and, where 
appropriate, include amounts based on management’s estimates and 


judgement. 


Management has developed and maintains books of account, rec- 
ords, financial and management control and information systems 
and management practices. These are designed to provide reason- 
able assurance as to the reliability of financial information, that 
assets are safeguarded and controlled, and that transactions are in 
accordance with the Financial Administration Act and regulations 
as well as the Canada Post Corporation Act and by-laws of the Cor- 
poration. Internal audits are conducted to assess these systems and 


practices. 


The Board of Directors ensures that management fulfills its respon- 
sibilities for financial reporting and internal control through the 
Audit Committee which is composed of five directors, four of whom 
are not employees of the Corporation. The Audit Committee meets 
at least annually to review and advise the Board of Directors with 
respect to the financial statements and the auditors’ annual report. 
The Audit Committee also oversees the internal audit activities of 
the Corporation and performs such other functions as are assigned 
to it. 


The Corporation’s external auditors, the Auditor General of Can- 
ada and Maheu Noiseux, examine the financial statements and 
report to the Minister responsible for Canada Post Corporation. 
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Our financials Auditors’ report 


To the Minister responsible for Canada Post Corporation 


We have examined the balance sheet of Canada Post Corporation as 
at March 31, 1988 and the statements of equity of Canada, 
operations and extraordinary restructuring costs and changes in 
financial position for the year then ended. Our examination was 
made in accordance with generally accepted auditing standards, and 
accordingly included such tests and other procedures as we consid- 
ered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1988 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial 
statements have, in all significant respects, been in accordance with 
Part XII of the Financial Administration Act and regulations, the 
Canada Post Corporation Act and the by-laws of the Corporation. 


Kenneth M. Dye, F.C.A. Maheu Noiseux 


Auditor General of Canada Chartered Accountants 


Ottawa, Canada 
June 8, 1988 


25 


ne 
Balance sheet Our financials 


ee 


March 31, 
(in thousands of dollars) 1988 1987 
Assets 
Current 
Cash $ 551,893 $ 608,248 
Accounts receivable 
Government of Canada 9,759 5,534 
Foreign postal administrations 32,423 78,829 
Other 13,518 10,298 
Prepaid expenses 46,343 3/838 


653,936 740,742 


Fixed (notes 3 and 8a) 


Land, buildings and equipment 2,031,954 1,913,668 

Less accumulated depreciation 503,740 412,829 
1,528,214 1,500,839 

Other 

Deferred employee termination benefits 391,844 386,939 

National Postal Museum (note 4) 1 1 


391,845 386,940 
$ 2,573,995 $ 2,628,521 


Approved by the Board: 


Chairman of the Board 


Chairman, Audit Committee 
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March 31, 

(in thousands of dollars) 1988 1987 
Liabilities and equity of Canada 
Current liabilities 
Accounts payable and accrued liabilities 

Government of Canada $. 102504" $ 140,020 

Foreign postal administrations 9,784 6,408 

Other 88,849 98,610 
Salaries and benefits 130,010 183,186 
Deferred revenues 160,106 145,973 
Outstanding money orders 64,597 61,362 
Deposits 8,578 7,683 

570,033 643,242 

Employee termination benefits (note 5) 391,844 386,939 
Equity of Canada 
Contributed capital 1,943,425 1,739,388 
Accumulated unfunded losses from operations (110,063) (102,300) 
Accumulated extraordinary restructuring 

costs, recoverable in future postal rates (221,244) (38,748) 


1,612,118 1,598 340 
$ 2,573,995 $ 2,628,521 


Contingent liabilities (note 6) 
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Year ended March 31, 


(in thousands of dollars) 1988 1987 
Contributed capital 
At beginning of year $ 1,739,388 $1,6/8214 
Parliamentary appropriations for capital, extraordinary 

restructuring costs and special purposes (note 8a) 204,037 61,170 
At end of year 1,943,425 1,739,388 
Accumulated unfunded losses from operations 
At beginning of year - 102,300 102,300 
Loss from operations and amortization of 

extraordinary restructuring costs 3/,/03 128,981 
Less: government funding (note 8c) 30,000 128,981 


At end of year 110,063 102,300 


Accumulated extraordinary restructuring costs, 
recoverable in future postal rates 


At beginning of year 38,748 - 
Additions during the year (note 7) 190,246 38,748 
Less: amortization for the year 7,(50 - 
At end of year 221,244 38,748 
Equity of Canada $1,612,118 $1,598,340 
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Our financials Statement of 
operations and 
extraordinary 
restructuring costs 


Year ended March 31, 


(in thousands of dollars) 1988 1987 
Revenues 
Postage $ 2,671,961 $2,500,129 
Payments on behalf of postal users (note 8b) 251,593 294,093 
Other 214,998 215,834 
3,138,552 2,970,056 
Expenses 
Salaries and benefits 2,268,485 2,243,224 
Transportation 331,854 317,979 
Accommodation 187,585 191,170 
Depreciation 92,925 85,690 
Other 287,/16 260,974 
Loss from operations 30,013 128,981 
Amortization of extraordinary restructuring costs 7,790 - 
Loss from operations and amortization of 
extraordinary restructuring costs $ 37,763 $ 128,981 
Extraordinary restructuring costs, recoverable in 
future postal rates (note 7) $ 190,246 $ 38,748 
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Statement of 
changes in 
financial position 
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(in thousands of dollars) 


Cash from operations 

Loss from operations 

Items not requiring cash 
Depreciation 
Loss on disposal of fixed assets 


Government funding 

Changes in non-cash working capital items 
Accounts receivable 
Accounts payable and accrued liabilities 
Deferred revenues 
Outstanding money orders 
Other 


Cash for extraordinary restructuring 
Extraordinary restructuring costs, recoverable 
in future postal rates 


Cash from financing 

Parliamentary appropriations for capital, 
extraordinary restructuring costs 
and special purposes 


Cash invested 
Land and building acquisitions 
Equipment acquisitions 


Parliamentary appropriation for special purposes 
Proceeds on disposal of fixed assets 


Cash increase (decrease) 
Cash at beginning of year 


Cash at end of year 


Represented by: 
Cash 
Money order funds in trust 


Year ended March 31, 
1988 1987 
$ (30,013) $ (128,981) 
92,925 85,690 
46 4 369 
62,958 (38,922) 
30,000 128,981 
38,961 3,915 
(43,901) 71,089 
14,133 12,467 
3,200 2,145 
(55,186) 37,624 
50,200 217,299 
(190,246) (38,748) 
204,037 61,170 
(41,569) (42,185) 
(79,365) (72,828) 
(120,934) (115,013) 
106 502 
482 2,030 
(120,346) (112,481) 
(56,355) 127,240 
608,248 481,008 
$ 551,893 $ 608,248 
$ 483,180 $ 549,997 
$ 68.713 $° 58.251 
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Our financials Notes to financial 


statements 
March 31, 1988 


1. Incorporation 


The Corporation was established by the Canada Post Corporation Act on 
October 16, 1981 to operate a postal service on a self-sustaining financial 
basis while providing a standard of service that will meet the needs of the 
people of Canada. The Corporation is a Crown corporation included in 
Part I of Schedule C to the Financial Administration Act and is an agent 
of Her Majesty. The Corporation is exempt from income taxes. 


The Canada Post Corporation Act provided that all the property, assets, 
rights, obligations and liabilities of the Post Office Department be trans- 
ferred to the Corporation from the Government of Canada. 


2. Significant accounting policies 


These financial statements have been prepared in accordance with 
generally accepted accounting principles. A summary of the significant 
accounting policies of the Corporation follows: 


(a) Rate regulation 


The Canada Post Corporation Act provides that the Corporation may 
make regulations prescribing rates of postage that are fair and reasonable 
so as to provide revenue together with any revenue from other sources, 
sufficient to defray the costs incurred by the Corporation in the conduct 
of its operations. The Corporation is required to publish each proposed 
regulation for interested persons to make representations to the Minister 
responsible for the Corporation, who thereafter submits the regulation to 
the Governor in Council for consideration and subsequent approval or 
refusal. 


With the approval of the Governor in Council, as rate regulator, the 
Corporation may include certain costs in its future operating cost base 
for purposes of establishing postal rates at that time. Such costs are 
amortized and recovered in future postal rates on the basis specified by 
the rate regulator. 
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Notes to financial statements 


(b) Fixed assets and depreciation 


Land, buildings and equipment transferred from the Government of 
Canada on October 16, 1981 were recorded at their fair value at that 
date, determined as follows: 


Land - market value based on existing use 
Buildings - depreciated replacement cost 
Plant equipment, vehicles - depreciated replacement cost or 
and sales counter and original cost less estimated 

office furniture and depreciation 

equipment 


The market value of land and the depreciated replacement cost of build- 
ings transferred by the Government of Canada was determined by inde- 
pendent appraisals. Acquisitions subsequent to October 16, 1981 are 
recorded at cost. 


Minor equipment was recorded at estimated depreciated replacement cost 
at October 16, 1981. Subsequent additions to the base amount are re- 
corded at cost. Replacement of mailbags and lockboxes are expensed as 
purchased. 


Depreciation is provided on the straight-line basis over the estimated 
useful lives of the following assets: 


Buildings 30 and 40 years 
Plant equipment 4 to 30 years 


Vehicles (other than passenger 
and light duty commercial) 6 to 10 years 


Sales counter and office 
furniture and equipment 5 to 20 years 


Minor equipment - 
street furniture and monotainers 5 to 15 years 


Depreciation is provided on the diminishing balance basis at an annual 
rate of 30 per cent for all passenger and light duty commercial vehicles. 
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(c) Employee termination benefits 


Employees of the Corporation are entitled to specified termination benefits, 
calculated at salary levels in effect at the time of termination, as provided 
for under collective agreements and conditions of employment. 


With the approval of the rate regulator, the Corporation defers the costs of 
unpaid employee termination benefits accruing to employees until such time 
as the Corporation becomes self-sustaining (anticipated to be the year 
ending March 31, 1989). Accordingly, the present value of the projected 
costs of unpaid employee termination benefits is recorded in the accounts as 
a long-term liability offset by a deferred charge, since such costs will be 
recovered from future postal revenues and/or Government funding (notes 5 
and 8c). The deferred costs are amortized and charged to operations on the 
same basis as the liability is paid and recovered from revenues and/or Gov- 
ernment funding. 


(d) Revenue recognition 


Amounts received for which services have not been rendered prior to the 
end of the year are deferred. 


(e) Parliamentary appropriations 


Parliamentary appropriations representing Government contributions 

are credited to equity of Canada when costs are incurred. However, when 
capital items are funded under a Government assistance program, the fund- 
ing is applied to reduce the capital cost. As outlined in note 8a, unexpended 
amounts are set up as a current liability due to the Government of Canada. 


Parliamentary appropriations representing payments on behalf of postal 
users and Government funding are credited to operations in the year to 
which they relate, as outlined in note 8b and c. 


(f) Workers' compensation 


The Corporation assumes all risks for workers’ compensation claims. The 
estimated costs of such claims, as a result of injuries on duty, are recorded 
as expenses in the year of injury. All payments for injuries suffered by 
employees prior to October 16, 1981 are the responsibility of the Govern- 
ment of Canada, since they are the liability of the Department of Labour. 
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(g) Pension plan 


Employees of the Corporation are covered by the Public Service Super- 
annuation Plan administered by the Government of Canada. Under 
present legislation, contributions made by the Corporation to the Plan 
are limited to an amount equal to the employees’ contributions on account 
of current service. These contributions, which amounted to $96,085,000 
(1987 - $96,265,000), represent the total pension obligations of the 
Corporation and are charged to operations on a current basis. The 
Corporation is not required under present legislation to make contribu- 
tions with respect to actuarial deficiencies of the Public Service Superan- 
nuation Account and/or with respect to charges to the Consolidated 
Revenue Fund for indexation payments under the Supplementary Retire- 
ment Benefits Act. 


(h) Extraordinary restructuring costs, recoverable in future postal rates 


The Corporation has undertaken certain programs which form part of a 
major restructuring of the current postal system to meet specified operat- 
ing and service performance standards. The costs of these programs are of 
an unusual, non-recurring and strategic nature. 


With the approval of the rate regulator, these costs are to be recovered in 
future postal rates and, as such, are amortized on a straight-line basis over 
the ensuing five years. 


Pending the amortization and recovery of such costs in future postal rates, 
these costs are reflected in the statement of operations and extraordinary 
restructuring costs as incurred, and are accumulated as a reduction of the 
equity of Canada. 


In the event that the Corporation determines there is no reasonable assur- 
ance that particular amounts will be recovered, such unrecoverable costs 
will be charged to current operations. 
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(i) Foreign currency translation 


Revenues and expenses reiating to transactions with foreign postal ad- 
ministrations are translated into Canadian dollars at the exchange rates 
at the time of transaction. Amounts due to or from foreign postal admini- 
strations at the balance sheet date are translated at the then prevailing 
exchange rates. Gains or losses arising from translation of foreign curren- 
cies are included in operations. 


3. Fixed assets 


(in thousands of dollars) 1988 1987 


Cost or Accumulated 
fair value depreciation Net Net 


Land $241,889 $ : $ 241,889 $ 241,704 
Buildings 1,054,615 201,219 817,336 818,083 
Plant equipment 440,966 174,923 266,043 282,744 
Vehicles 85,745 44 355 41,390 35,630 
Minor equipment 

Mail bags and 

lock boxes 24,325 : 24,325 24,325 
Street furniture 

and monotainers 73,163 16,924 56,239 27,942 


Sales counter and 
office furniture 
and equipment 111,251 30,259 80,992 70,411 


$ 2,031,954 $ 503,740 $ 1,528,214 $ 1,500,839 


4.. National postal museum 


The Corporation operates a museum which contains philatelic material, 
postal artifacts, a postal library, and exhibits that trace the history of the 
mail and other postal memorabilia. Since these collections, exhibits and 
books are not for resale and are of undetermined value, they have been 
recorded at a nominal amount of $1,000. On April 1, 1988 with the agree- 
ment of the Government of Canada, the custody of these assets was trans- 
ferred to the National Archives of Canada and the Canadian Museum of 
Civilization. The memorandum of understanding outlining the specific 
details of this transaction is currently under review. 
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5. Employee termination benefits 


At the time of incorporation on October 16, 1981, the Corporation as- 
sumed the liability related to termination benefits which had accrued to 
employees of the Post Office Department. In addition, the Corporation 
recognizes in the accounts the liability for benefits accruing to employees 
of the Corporation since October 16, 1981. The present value of these pro- 
jected liabilities and the corresponding deferred charge remaining to be 
amortized and charged to operations at March 31, amounted to: 


| SSS Te 
(in thousands of dollars) 1988 1987 


Accumulated to October 16, 1981 $ 222,937 $ 240,949 
Accumulated subsequent to October 16, 1981 168,907 145,990 
$ 391,844 $ 386,939 


The total charge to operations for employee termination benefits 


amounted to $22,180,300 (1987 - $15,633,900). 


6. Contingent liabilities 


(a) A complaint has been filed with the Canadian Human Rights Commis- 
sion, alleging discrimination by the Corporation concerning work of equal 
value. The Commission’s investigation of this complaint is continuing and 
the outcome is not presently determinable. Settlement, if any, arising from 
resolution of this matter will be recovered in future postal rates (as deter- 
mined in accordance with the Canada Post Corporation Act) and/or from 
the Government of Canada. 


(b) Employees are permitted to accumulate unused sick leave. However, 
such leave entitlements do not vest and are dependent on future illness. 
The amount of accumulated sick leave entitlements which will become 
payable cannot reasonably be determined. Sick leave benefits are ex- 
pensed as paid. 
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7. Extraordinary restructuring costs, recoverable in 


future postal rates 


During the year, the Corporation incurred costs which contribute to the 
restructuring of the current postal system to meet specified operating and 
service performance standards. These costs relate to negotiation of con- 
tractual flexibility, development and implementation of management and 
operating systems, and personnel downsizing and are recoverable in future 
postal rates. These costs are amortized on a straight-line basis over the 
ensuing five years. 


8. Parliamentary appropriations 


(a) Parliamentary appropriations for capital, extraordinary restructuring 
costs and special purposes 


The Government of Canada has provided contributions towards the acqui- 
sition of fixed assets and the extraordinary restructuring costs in the form 
of a parliamentary appropriation for capital and extraordinary cost re- 
quirements. No further such contributions are anticipated. In previous 
years, the Corporation also received appropriations for other special 
purposes. Appropriations have been allocated as follows: 


(in thousands of dollars) 1988 1987 
Unexpended balance at beginning of year $ 43,589 & 2,261 
Parliamentary appropriations 
Capital and extraordinary cost requirements 161,000 103,000 
Total available 204,589 105,261 
Credited to: 
Equity of Canada 
Capital and extraordinary restructuring costs 204,037 59,963 
Special purposes - 1,207 
Fixed asset acquisitions (Government assistance) 106 502 
Expended during the year 204,143 61,672 


Unexpended balance at end of year 
(in current liabilities) $ 446 $ 43,589 
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(b) Payments on behalf of postal users 


The Government of Canada provides assistance to the publishing industry 
by making payments which compensate the Corporation for foregone 
postage revenue from that source. In accordance with Government 
policy, the Corporation also receives compensation for government free 
mail, literature for the blind and northern air stage services. Payments 
received are as follows: 


—— em 
(in thousands of dollars) 1988 1987 
Department of Consumer and Corporate Affairs $ 196,500 $ 199,000 
Department of Communications 55,093 55,093 


$ 251,593 $ 254,093 


It is anticipated that where Government policy requires the Corporation 
to provide postal services at rates less than cost, the Corporation will con- 
tinue to receive payments as compensation for foregone postage revenue. 


(c) Government funding 


The Canada Post Corporation Act provides that where the annual reve- 
nues of the Corporation are insufficient to permit the Corporation to pay 
all its operating and income charges, the amount of the insufficiency shall 
be included in the form of a deficit appropriation in the next Estimates laid 
before Parliament. 


The annual deficit appropriation in respect of the loss from operations was 
limited to $30,000,000 (1987 - $128,981,000). No further deficit appro- 


priations are anticipated. 


9, Lease commitments 


The Corporation occupies certain facilities under operating leases which 
expire at various dates between 1989 and 2027. The Corporation’s future 
minimum rental payments required under operating leases that have terms 
in excess of one year, are as follows: 


(in thousands of dollars) 


1989 $ 3fcee 
1990 30,201 
1991 22,594 
1992 17,916 
1993 13,105 
1994 to 2027 25,346 

$ 146,396 


5S SESS SI SSS SET SS 2 SETS SER SPSS ER ES ARPS ESI SP a SS OE I 


Notes to financial statements 


10. Related party transactions 


The Corporation had the following transactions with related parties in 
addition to those disclosed elsewhere in these financial statements. 


(a) Property management 


The Corporation has a property management arrangement with the 
Department of Public Works to manage substantially all the 
Corporation’s real property. Operating, maintenance, leasing and other 
accommodation costs including grants in lieu of taxes, incurred by the 
Department of Public Works, plus a management fee charged to opera- 
tions amounted to $181,259,000 (1987 - $176,200,000). Rental income 
from third parties of $8,129,000 (1987 - $10,130,000) is included in other 
revenues. Capital expenditures including a management fee amounted to 


$33,452,000 (1987 - $31,240,000). 
(b) Financing 


At the present time, the Corporation’s receipts are deposited to the credit 
of the Corporation in the Consolidated Revenue Fund of the Government 
of Canada and its expenditures are paid out of the amounts held to its 
credit in this Fund. Where, at any time, the available revenues of the 
Corporation are not sufficient to pay all the operating and income charges 
as and when due, the Minister of Finance may, with approval, place at 
the disposal of the Corporation such amounts as may be required to 
enable the Corporation to meet all such charges. The Corporation was not 
charged interest, nor did it receive interest, on its balance in the Consoli- 
dated Revenue Fund. 


(c) Money orders 


Funds received from the issue of money orders are held in trust to the 
credit of the Corporation in the Consolidated Revenue Fund of the Gov- 
ernment of Canada until required for redemption of the money orders 
and/or settlement with foreign postal administrations. Interest was not 
received on the funds on deposit, nor was there a charge by the Govern- 
ment of Canada for expenses relating to the redemption of money orders. 


(d) Other 


In the normal course of business, the Corporation enters into various 
other transactions, such as the provision of postal services and the pur- 
chase of air and rail transportation, with the Government of Canada, its 
agencies and other Crown corporations. 


11. Labour agreements 


Labour agreements between the Corporation and certain bargaining units 
have expired and are at various stages of negotiation, arbitration or 
ratification. 


Our financials 
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ane ereeee sere reese errr eee 
(Amounts in millions of dollars unless otherwise indicated) 


1987-88 1986-87 1985-86 1984-85 1983-84 


STATEMENT OF OPERATIONS 
Revenues 
Postage 2,672 2,900 2,341 2,119 202m 
Payments on behalf of 
postal users 252 294 225 226 223 
Other 215 216 192 155 150 
3,139 2,970 2,/58 2,900 2,400 
Expenses 
Salaries and benefits 2,268 2,243 2,208 2,120 1,976 
Transportation 332 318 307 297 284 
Accommodation 188 191 136 150 144 
Depreciation 93 86 80 ry fA 
Other 288 261 eat 251 225 
3,169 3,099 2,968 2,895 2,700 
Loss from operations 30 129 210 395 300 
Amortization of extraordinary 
restructuring costs 8 = = = = 
Loss from operations and 
amortization of extraordinary 
restructuring costs 38 129 210 395 300 
Loss as a per cent 
of revenue 1.2% 44% 7.6% 15.8% 12.5% 
BALANCE SHEET 
Assets 
Current 654 740 615 516 522 
Fixed 1,528 1,501 1,479 1,504 1,548 
Other 392 387 358 350 aoe 
2,974 2,628 2,452 2,370 2,403 
Liabilities and Equity 
Current 570 643 518 419 424 
Employee termination benefits 392 387 358 350 334 
Equity 1,612 1,598 A576 1,601 1,645 
2,974 2,628 2,452 ZOO 2,403 
GOVERNMENT FUNDING 
Operations 30 129 184 347 306 
Equity 204 61 1 4 2 
ASSET ACQUISITIONS 
Land and buildings 41 42 20 na 28 
Plant and minor equipment 43 25 15 4 | 
Vehicles 17 17 8 3 11 
Office and other equipment 20 31 13 3 34 
121 slike) 56 oe 82 
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1987-88 1986-87 1985-86 1984-85 1983-84 


OPERATING DIMENSIONS 
Revenue by product 
(in millions of dollars) 


Letters 1,781 1,667 1,546 1,438 1,408 
Publications 289 285 282 278 275 
Addressed admail 209 161 157 135 139 
Parcels 268 263 231 197 195 
Special services 238 pd 205 163 122 
Total addressed 2,785 2,603 2,421 ae fl 2,139 
Unaddressed admail 139 151 145 134 110 
Total mail 2,924 2,754 2,566 2,345 2,249 
. Other 215 216 192 155 151 
Total 3,139 2,970 2,/58 2,500 2,400 
Per cent increase 5.7% 7.7% 10.3% 42% 6.3% 


Volume by product 
(millions of pieces) 


Letters 4,365 4,359 4,196 3,952 3,932 

Publications 580 586 578 554 542 

Addressed admail 918 769 684 665 643 

Parcels 79 86 85 ei 80 

Special services 60 59 56 57 44 

Total addressed 6,002 5,859 5,999 5,305 5,241 

Unaddressed admail 1,809 2,079 2,097 2,007 1,614 

Total mail 7,811 7,938 7,696 icon We 6,855 

Per cent increase (decrease) (1.6%) 3.1% 5.3% 6.7% SW 

Employment - operations 

Millions of hours paid 128.1 126.4 128.1 129.5 127.6 

Per cent increase (decrease) 1.3% (1.3%) (1.1%) 1.6% (1.2%) 
Employee strength 

(at year-end) 

Full-time 53,093 52,760 52,345 54,009 54,372 

Part-time 9,089 8,880 9,027 8,946 9,031 

Total 62,182 61,640 61,372 62,955 63,403 

Per cent increase (decrease) 0.9% 0.4% (2.5%) (0.7%) (0.2%) 


OPERATING PERFORMANCE 
Efficiency indicators 
Pieces of mail processed 


per hour paid 266.3 255.0 247.6 241.5 DOM 
Per cent increase 4.2% 3.2% 2.5% 42% 2.3% 
Letter carrier points of call 

per hour paid 47.1 46.6 45.4 43.9 43.3 
Per cent increase 1.1% 2.6% 3.4% 1.4% 3.1% 
Work stoppages 
Thousands of hours lost 1394.1 9.4 51.9 Bal 1.6 
Revenue per piece (cents) 40.2 37.4 35:8 34.2 39:0 
Cost per piece (cents) 40.6 39.0 38.6 39.6 39.4 
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Canada Post Corporation / Société canadienne des postes 


Corporate PaO IAC 


We are Canada Post Corporation — an enterprise of many thousands of employees 
determined to provide all Canadians with reliable, accessible and affordable postal 
products and services. 


Canada Post is a federal Crown corporation, responsible for the collection, proces- 
sing and delivery of some nine billion messages and parcels annually to more than 
11 million points of delivery in rural and urban Canada. Our products and services 
are marketed through a network of over 16,700 points of sale, more than 68 per cent 
of which are operated by private businesses. 


The Corporation employs approximately 60,000 full- and part-time employees; 
provides employment for several thousand casual workers; and operates a network 
of 29 major mechanized mail processing plants as well as a fleet of approximately 
5,700 vehicles to move the mail. We are the largest corporate user of air and over- 
land transportation services in Canada. 
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Sylvain Cloutier, Chairman 
of the Board (at right), and 
Donald H. Lander, 
President and Chief 
Executive Officer, in the 
National Control Centre. 


Management Overview 


This was another landmark year for Canada Post Corporation, as it completed a 
decade of positive change. We have continued to achieve significant growth in volur 
and to record a profit for the second year in a row. This success is the result of our 
continuing commitment to improve customer service and maintain strong financia 
performance. 


Earning the “carrier of choice” position in the Canadian marketplace requires the 
anticipation of customer needs as well as quick and innovative responses. Under- 
standing this, Canada Post introduced several new products and added new feature 
to existing products. Special Letter and Special 
Occasion envelopes, Expedited Parcels for retail and 
commercial customers, and Quick Sticks adhesive 
stamps are some examples of how the Corporation 
has responded to customer needs in 1989/90. 


The Corporation recognizes that to meet its service 
commitments, it is dependent on the quality of pro- 
ducts and services provided by suppliers. To this end 
Canada Post sponsored its first “Supplier’s Day” - the: 
first of many initiatives taken by the Corporation dw 
the year to establish better lines of communication. 


During the year, Canada Post processed and deliver | 
9.1 billion pieces of mail, an increase of 10.3 per cer 

over the 8.3 billion the previous year. On December: 
1989, Canada Post set a one-day record of 50.8 milli 
pieces of mail delivered by letter carriers in Canada’. 
urban centres served by the 29 major mechanized mi 
processing plants. 


Revenue from postal operations for the year was $3.6 billion, an improvement of |} 
$169 million over the 1988/89 fiscal year. This was the result of continued volume 
growth in all of the Corporation’s product lines. 


For the second year, Ernst & Young (formerly Clarkson Gordon), an independen | 
auditing firm, measured the Corporation’s delivery performance. It reported that) 
the last quarter of the fiscal year, 97 per cent of on-time delivery had been achieve 

This was an improvement of two percentage points over the same period last year. 


We are also steadily increasing our customer base. By the end of 1989/90, more tI | 
11 million points of delivery were served. This was an increase of more than 200,0) 
over last year and evidence of our commitment to provide better accessibility to pel 
services in Canada. 


or the fourth year in a row, the increase for the basic Lettermail postage rate was 

»pt to less than the rate of inflation. At 39 cents, Canada Post offered Canadians a 

isic letter rate that continued to be the second lowest among major Western 
dustrialized nations in terms of the time it takes the average worker to earn the price 
“a stamp. 


ast fiscal year the Corporation reported a profit for the first time in more than 
)years. This year, we are pleased and proud to report that we have achieved 
jother profit, with a net income of $149 million, representing a return on equity 
fn0-5 per cent. 


ost of this profit will be re-invested in our business, primarily through capital 
vestments in equipment for mail processing and delivery in order to maintain 
ir competitive position in the marketplace. 


he contribution of our employees to the 1989/90 results deserves special recog- 
ition. Today’s working environment requires that employees adapt to rapid changes 
technology, operations and procedures to ensure that our service is competitive. 
ostal employees have met these challenges with the kind of dedication that has been, 
id will continue to be, integral to our future success. 


anada Post continued to play a major role in the international postal community. 
Je have assumed executive positions in the Universal Postal Union’s Executive 
ouncil, and in its Consultative Council for Postal Studies, thus enhancing Canada 
ost’s efforts to strengthen international postal service. 


he report that follows outlines the many successes of 1989/90 and illustrates the 
iperb effort made by employees throughout the Corporation. Because of our 
chievements over the past few years, we face this new decade with enthusiasm and 
ptimism. We believe that we are well positioned to meet the ever-increasing 
dallenges of the years ahead. 


word of thanks is given to Jackson J. Chernoff, a member of the Board of Directors 
hose term expired in the course of the year, for his contribution to the evolution of 
1e Corporation over the past three years. 


Sylvain Cloutier, Donald H. Lander, 


Chairman of the Board President and Chief 
Executive Officer 


Our Crstomers and Ourr “Prodaects 


The Greet More program Throughout the year, Canada 

was introduced to improve Post continued to provide \ 
operating efficiencies customers with new products \ 
during the holiday season. and services that met their needs. \ 


It allowed for speedy 
processing and let the 
customer send holiday 
greetings at less cost. 


Customers, in turn, demonstrated 
their confidence in the Corporation’s 
ability to meet service standards by 
bringing more business to the Corpora- 
tion, with the result that volumes in all 
product lines have increased. 


To maintain a competitive position in North American markets, commercial incent ° 
rates were extended to Lettermail destined for the United States. Lettermail incent: 
rates for commercial customers reflect Canada Post’s commitment to improve servl 

A point-of-purchase and to share the resulting operational efficiencies with customers. 

merchandising display 
exhibiting the various eye- 
catching Special Lettermail 
and Special Occasion 


a | 
ecial Letter 


envelopes available from A new line of commercial and consumer products was introduced to meet custome 
Canada Post. Each assures demand for an economical service similar to courier but without the more expensi 
customers of reliable, features. This included Special Occasion and Special Letter envelopes which offer 
guaranteed, accelerated combination of flat-rate prepaid price, convenience and guaranteed service not 
service. previously available. 


Your cards and 


Customers can choose the colourful Special Letter envelopes, the cheer 
Special Occasion envelopes or the Special Delivery identification labels *¢ 
expédiez par their own regular Lettermail envelopes and be assured of efficient, relia | 
q guaranteed service. Customers can purchase Special Letter envelopes 
and Special Occasion envelopes at an economical price and enjoy the | 


acs ; convenience of street letter box deposit. 


‘eal : 
> SPECIAL LETTRE 
TTER _SPECIALE 
DS SPECIAL LETTRE ) LE 
= FETTER SPECIALE i se Or Be Coe 
ed Oversize / Rau, Grand Formal : 


aa 


et =. a Parcel Products 


| 
\\ 


| 
| 
> SPECIAL LETTRE 


> SPECIAL LeTTRE LETTER SPECIALE c . ‘ ; 

> a See A eee a The highlight of the past year in Canada Post’s parcel business was 
the introduction of an expedited delivery product called Expedi ) 
Parcel. This product makes full use of an extensive network of 


pick-up and delivery operations to provide competitive and: 
reliable service. 
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rretail customers, a new expedited count- 
parcel product is available at more than 
{00 outlets within Canada Post’s retail net- 
rk. It provides next-day delivery to local 

d most provincial centres, with two-day 
rvice to much of the rest of the country. 


ymmercial Ground Parcel Service, intro- 
iced in 1988/89, features five-day-a-week 
ck-up from customers who ship 25 parcels 
more a week. 


»mmercial Air Parcel Service provides all 
e features of Commercial Ground Parcel, plus two-day delivery service by air Special Occasion envelopes 


major national centres. offer both sizzle and 


oe : : ; substance. Their festive 
nada Post is firmly committed to a parcel business which provides customers I 


; : good looks make them fun 
th parcel products that rival or surpass any available in the marketplace. 


to receive, while the sender 


is assured of guaranteed 


delivery. 
Per cent 
increase (decrease) . | 1989 / 90 1988/89 

evenue by product 
millions of dollars) ; 
-tters 4.7% 1,985 1,895 
iblications 0.0% 315 315 
1dressed Admail 12.8% 246 218 
ircels 12.7% 365 394 
ecial services 9.2% 274 2a 
otal addressed 6.1% 3,185 3,003 
naddressed Admail 6.1% 175 165, : 
ytal mail 6.1% 3,360 3,168 
ther (9.5%) 220 L 245 
evenue from postal operations 5.0% 3,580 | = 3,411 
lume by product 
illions of pieces) Special Lettermail products 
there —— 7 is 24% ; ; 4.580 aa 4 47] have the speed, reliability 
iblications 5.5% 612 580 and guarantee VAY OUES 
ddressed Admail 8.5% 1,103 OZ normally associated with 
ircels 14.4% 103 90 courier services, without 
decial services 32.3% 82 ee 62 the cost. The economical 
otal addressed 4.92% 6,480 6,220 convenience envelopes and 
naddressed Admail 98.9% 2,640 2.048 add-on labels are growing 

—_. = ae ag ae Sera ea RS ee : 3 favourites with business 
>tal mail mail = 10.3% 9,120 as _ 8,268 and consumers alike. 


»mparative figures have been reclassified to conform with the current year’s presentation. 


Our Customers and Our Products 


Advertising Mail 


Advertising Mail, known as Admail, is one of Canada’s fastest growing advertising 
mediums. For consumers, Admail provides a greater choice of advertised products 
and allows more efficient comparison shopping. Canada Post Admail offers 
advertisers a full range of delivery 
options. For example, Admail can 
provide unequalled 100-per-cent 
coverage of every address in the 
country, both urban and rural, 
including houses, apartments and 
businesses. Alternately, advertisers 
can choose to target specific 
markets, particular geographic or 
socio-demographic areas, or use 
specialized mailing lists. 


Addressed Admail volume grew by 
nine per cent over the past year as. 
businesses with extensive custome 
address lists continued to discover 
its value as a marketing tool. 


In the very competitive unad- 
dressed advertising mail market, 
Canada Post was able to increase 
volumes by 29 per cent during 
1989/90. The growing volumes 
show the market is responding 
favourably to improvements 
which include less restrictive size 
Direct marketing is today’s and weight limits, improved pricing and enhanced quality control and customer 
fastest growing medium, feedback programs. 

because of its selectivity, 

the measurability of its 


results and its creative Priority Courier 
flexibility. 


Reliability, customer service and innovative technology gave Priority Courier the 
ability to increase volumes by approximately one-third and revenues by 20 per cent 
during 1989/90. New features such as improved service standards, weekend and 
evening delivery, billing services and simplified rate structures were introduced as 
Priority Courier continued to make gains in this very competitive market sector. 


o support the continued growth of Priority Courier, dedicated facilities began 
perations during this fiscal year in Ottawa and Montreal airports. This has resulted 
1 better communications and faster handling of courier items. 


ublications Mail 


ublications Mail consists of magazines and newspapers as well as publishers’ and 
brary book mailings. Although federal government support under the Publication 
listribution Assistance Program has been reduced, Canada Post retained its market 
aare with modest volume growth. 


‘race Options 


1 1989/90, changes were made to Registered Mail to better fulfill market require- 
1ents. With Registered and Security Registered options, customers are now given 
hoices in price and level of service. These options feature a unique bar code identifier 
hich is read electronically and allows Canada Post to capture the actual delivery date 
or each item. 


Priority Courier’s appeal to 
business customers is due to 
its speed, reliability, 
competitive pricing and the 
convenience of pre- 
purchased envelopes. 


Trace mail products offer a 


variety of security, 
traceability and proof of 
delivery options which can 
be applied to any mail 
product. 


Volume Electronic Mail 
(VEM) is speedy, reliable 
and delivered directly to 

the addressee. During 
1989/90, VEM centres across 
Canada tripled last year’s 
volume. 


Our Gustomers and Our Products 


Electronic Mail 


Volume Electronic Mail (VEM), a fast-growing electronic communications product, 
tripled in volume over the last year. Through VEM, large volumes of mail such as 
statements, invoices and Admail are electronically transmitted to a production site 
close to the addressee, where the mail is then printed and delivered. For large volum 
mailers, the product combines speed, simplicity, efficiency and effectiveness. 


Intelpost is a facsimile service that allows customers to send and receive messages 
electronically across Canada and to 64 countries around the world. Giving more 
Canadians access to electronic mail, the Intelpost network has grown from 373 acces 
locations in 1988/89 to more than 540 in 1989/90. 


> ELECTRONIC POSTE 
MAIL ELECGTRONIQUE 


> ELECTRONIC POST 
Mail ELEC 


> ELECTRONIC POSTE 
MAIL __ELECTRONIQUE 
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he Stamp Travellers’ Club 
it offers an interesting and 
lucational introduction 
stamp collecting for 


ung people. 


hilatelic Program 


1 1989/90, Canada Post 
troduced 14 definitive 
amps and 32 commem- 
ative stamps. 


he Corporation contin- 
ed its tradition of com- 
emorating Canada’s 
story and the achieve- 
ents of Canadians. As in 
ie past, Canada’s stamps, 
ich as those in The 
lasterpieces of Canadian 
rt series, won interna- 
onal acclaim for high 


a’ and design. 


addition, initiatives were 
ndertaken by Canada Post to increase awareness among Canadians of their rich 
ational heritage and to encourage the giving and the collecting of stamp and 
hilatelic products. 


he Stamp Travellers’ Club was organized to rally the energies of a new generation 
‘stamp collectors. This followed on the heels of a Canada Post co-sponsored film, 
ommy Tricker and the Stamp Traveller, released in December, 1988. The introduction 
‘the club, which has grown to 35,000 members, and the viewing of the film were 
‘companied by various promotional activities such as the sale of a sticker album to 
\troduce stamp collecting to young people. 


uring the year, teachers were encouraged to focus on the value of stamp collecting 


a worthwhile educational and cultural interest for students. This type of initiative 
ill continue. 


Canada Post was one of the 
first postal administrations 
in the world to offer cus- 
tomers alternative postage 
in the form of self-adhesive 
postage stamps called 
Quick Sticks. 


—, 


Canada Day - Canadian 
Photography, 4 x 38¢ 

These stamps, marking the 150th 
anniversary of Canadian 
photography, featured four 19th 
century Canadian photographers. 
June 23,1989 


Masterpiece of Canadian Art — 
Ceremonial Frontlet, 50¢ 

Second in The Masterpieces series, 
this stamp showed a Ceremonial 
Frontlet, ina headpiece worn by 
Tsimshian Indian chiefs. 

June 29,1989 


Poets — Louis-H. Fréchette and 
Archibald Lampman, 2 x 38¢ 
These featured two prominent 
19th century Canadian poets on 
the 150th anniversary of 
Fréchette’s birth. 

July 7, 1989 


OUTS ad TDs 


Commemorative Stamps 


Commemoratives are issued in limited editions and 
significance. They are Canada Post Corporation’s sa 


Usually offered for sale for only s 


Mushrooms, 4x 38¢ 
Four stamps featuring Canadian 
mushrooms appeared in con- 


junction with the Mycological 


Society of America Convention in 
Toronto. 
August 4, 1989 


Regiments - Princess Patricia’s 
Canadian Light Infantry and Royal 
22°Régiment, 2 x 38¢ 

The issue marked the 75th 
anniversaries of two professional 
Canadian infantry regiments. 
September 8, 1989 


International Trade, 38¢ 

To highlight trade's importance to 
the Canadian economy, this stamp 
appeared early in Canadian 
Export Trade Month. 

October 2, 1989 


Arts and Entertainment - Film, 
Dance, Theatre and Music, 4x 38¢ 
These stamps appeared in con- 
junction with the 50th anniversaries 
of the Royal Winnipeg Ballet and 
the National Film Board, the 30th 
of Vancouver Opera and the 25th 
of Charlottetown’s Confederation 
Centre of the Arts. 

October 4, 1989 


Christmas - Landscape, 33¢, 38¢, 
44¢, 76¢ 

To mark Christmas 1989, stamps 
were issued featuring winter 
landscapes by four famous 
Canadian painters. 

October 26, 1989 


Second World War - Reluctantly at 
War Again, 4 x 38¢ 

These stamps are first in a series 
marking Canada’s achievements 
and sacrifices during the Second 
World War. 

November 10, 1989 


honour a person, event or place of historic 
lute to a proud national history and a rich heritage. 
ix months, they are attractive as collectors’ items. 


Norman Bethune, 2 x 39¢ 

In a joint issue with the People’s 
Republic of China, two Canadian 
stamps were issued to commem- 
orate Dr. Norman Bethune, the 
famous doctor and humanitariat 
March 2, 1990 


Small Craft - Work Boats, 4 x 39¢ 
The second set in the small craft 
series, these stamps depicted wo} 
boats used by the European sett! 
fisherman, explorers, traders an 
loggers of Canada. 

March 15, 1990 


finitive Stamps 
initives are regularly issued postage stamps that remain in 
tinuous use for an unspecified period. 


“95 x 30¢ STAMPS 


h Value Definitives, $1.00, sa New Rate Definitive - Flag, 39¢ D> New Rate Definitive - “Quick 
The year 1990 marks the 25th Sticks” - Flag, 39¢ 
tin anewseries of high value anniversary of the Canadian flag. The second “Quick Sticks” booklet 
nitives featuring architecture, December 28, 1989 features the Canadian flag against a 
se stamps portrayed the prairie background. 
nymede Library, Toronto > New Rate Definitive - The Queen, February 8, 1990 
00) and the McAdam, New 39¢ 
nswick railway station ($2.00). This stamp features a photograph be New Rate Definitive, Roll - Flag, 39¢ 
15, 1989 of The Queen by Yousuf Karsh. The new roll of 100 stamps features 
January 12, 1990 an engraving of the flag. 
tive - “Quick Sticks”, 38¢ February 8, 1990 
s innovative pressure-sensitive New Rate Definitives - Mammals, 
tage stamp features the 45¢, 61¢, 78¢ 
adian flag against a forest These depict the pronghorn sheep, 
kground. the wolf and the beluga whale. 
e 28, 1989 January 12, 1990 


> New Rate Definitives, Vending 
Booklet - Flag, 1¢, 5¢, 39¢ 
The flag appears On three different Canada Post Corporation / Société canadienne des postes 
Ree uae in the new vending > STAMPS Hinweis 


January 


> STAMPS TIMBRES 


The new practical stamp 
packages fit neatly ina 
wallet or shirt pocket. 


Our Services and Our Operations | 


Reliability of Service 


During 1989/90, Canada Post continued to retain the services of Ernst & Young 
(formerly Clarkson Gordon), an independent firm of auditors, to measure the | 
reliability of service provided by the Corporation from coast to coast and to publish 
the results. 


The Ernst & Young report for the last quarter of the fiscal year showed that ona 
national basis, 97 per cent of properly prepared Lettermail for the same urban cent: 
was delivered within Canada Post’s commitment of two business days; between urba 
centres in the same province, 97 per cent was delivered within the Corporation’s | 
three-business-day standard; and between urban centres in different provinces, 
97 per cent met with the four-business-day standard. This represents an improveme | 
over the same period in 1988/89 of three percentage points on two-day, two percer 
age points on three-day, and one percentage point on four-day performance. 


Mail Processing Performance 


Canada Post made various operational changes during the year to meet the need tc 
improve service to customers. This included upgrading equipment and consolidab 3 
processing facilities. 


In Toronto, seven new optical character readers (OCRs) were installed. This state-c 
the-art equipment processes mail at the rate of 32,500 pieces per hour, compared ¥ I 
22,000 pieces per hour on existing equipment. In addition, OCRs have a multi-line | 
reading capability that can read up to four lines of the address as well as the postal 
code, then cross-check the two. If the address and code do not match, the machine | 
determine which one is most likely correct and automatically bar code the envelop. 

based on that information. | 


Lightweight, standardized containers for oversized letters were introduced throug ' 
out the Corporation’s processing network. These containers, used by both Canade_ 
Post and large-volume mailers, increase the ease of handling and offer better 


! 
. . . . . i 
protection to the mail than the traditional mail bags. ! 


Also introduced was a method to monitor the performance of plant facilities agair 
a standard. Through daily production monitoring, productivity improvement anc 
other operational changes, mail processing efficiency for 1989/90 increased by 
4.8 per cent over last year to 297 pieces of mail per hour paid. 


Canada Post is actively engaged in research and development. Along with anumb ‘ 
national and international firms, the Corporation is pursuing the development ol € 
technologies to make postal service even more efficient. 


orvice Performance Achievement Reports 
rnst & Young Quarterly Statistics — Fiscal 1989/90 


Percentage of letters, mailed in 
and delivered to the same urban 
centre, delivered within 


Percentage of letters, mailed 
between major urban centres in the 
same province, delivered within 


Percentage of letters, mailed 
between major urban centres in 
different provinces, delivered 


Specially designed for 
stability, Canada Post's 
new letter boxes are 
weighted and feature 
built-in levellers. 


a ee 


MAIL>>POSTE 


two business days. 


three business days. within four business days. 


lational Operations Control 


anada Post’s modernized National Control Centre has been operational for over a 
var. Using the most sophisticated mail monitoring system in the world, the centre’s 
affis able to anticipate delivery setbacks and find solutions that enable the 

orporation to meet its service commitments. 


uring 1989/90, a number of computerized systems were 
istalled that greatly enhanced the efficient movement of 
\ail. One such introduction was the Air Routing Control 
ystem, which is a planning database for airmail transpor- 
tion designed to keep track of every air connection for 
ach mail dispatch. 


here were also a number of enhancements made to the 
irface Transportation Reporting System. This system 
rovides the Corporation with a means to control mail 
eing transported over the highways. Irregularities are 
lentified and dealt with quickly to ensure the mail is 
elivered on time. The system was expanded to include 
ational carriers and additional corporate facilities for a 
tal of 98 locations. 


Canada Post’s National 
Control Centre provides 
precise up-to-the-minute 
monitoring and control of 
mail flow nationally. 


Canada Post developed an 
award-winning series of 
pamphlets to assist archi- 
tects and developers in 
planning centralized mail 
delivery for both residential 
and commercial develop- 


ments. 


Our Services and Our Operations 


Collection and Delivery 


For the eighth consecutive year, 
the efficiency of letter carrier 
performance has increased 
over the previous year. ¢ : 
Points of delivery, or " 
addresses served per 
hour paid, have risen to 
48.3, an increase of 
1.7 per cent over 
1988/89. As well, 
more than 200,000 
points of delivery 
were added to the 
network. 


In addition, new three-copy change-o: 

address cards have been introduced in postal 
stations across Canada. Canada Post will use the data collected from these cards as. 
it phases in a system in which change-of-address labels are computer-generated anv 
machine-readable. The labels will speed up the redirection of customers’ mail and: 
reduce misdirections. 


Canada Post met its commitment to provide free lock box service to Canadians fo1 
whom this service is the primary mode of delivery. As of January 1990, over 1.2 millr 
lock box customers benefited from this free service. 


Retail 


Canada Post’s retail network offered an expanded, convenient and responsive ser 3 
to customers during 1989/90. The number of points of sale at which customers he? 
access to Canada Post’s services increased by 1,020 in larger centres (having a pop a 
tion larger than 100,000), and by 757 in smaller centres and rural communities. 


In asurvey by Gallup Canada, an overwhelming majority of rural customers said thy 
were satisfied with services provided by retail postal outlets. 


uring the year, 244 communities saw the implementa- 
yn of the rural conversion program, followed by a case- 
-case review. Customers were provided with a 90-day 
scussion period to help shape the change and in every 
se local delivery and local postal identity were main- 
ined. The method of local delivery was determined in 
nsultation with customers and the retail outlet operator. Full local retail service was 
aintained and expanded in the vast majority of communities. During 1989/90, there 
is anet increase of 320 full-service retail outlets in rural Canada. 


onversion of postal services in rural Canada to local businesses continues to stress 
ality of service, service continuity, community involvement in shaping the change 
id sensitivity to the needs of our employees. 


international Operations 


anada Post Corporation continues to play an active role in the international postal 
ymmunity, ensuring that the challenges of a dynamic communications industry are 
etona global front. 


o this end, Canada Post has undertaken a number of initiatives including the imple- 
entation of operating standards for international mail and improved arrangements 
ith international air carriers, shippers, and customs and excise administrations. 

s well, the Priority Courier network has been expanded, enabling the Corporation 

) provide next-day delivery of envelopes to more than 70 per cent of business 
ldresses in the United States. 


anada Post has also implemented a computer-based Inbound Mail System enabling 
1e Corporation to identify potential service problems with mail coming in from other 
untries. 


anada Post is also a key player in the activities of the Universal Postal Union (UPU). 
his body serves as the arena for interaction among postal administrations and has 
laintained the international treaties that have governed the exchange of mail since 
374. The UPU is becoming increasingly aware of the changes taking place in the 
ostal community and with strong support from the Canada Post Corporation 
lopted a series of operational and marketing strategies at its 20th Congress in 
/ashington, D.C., in the fall of 1989. 


Canada Post is responding 
to customer expectations 
with modern, efficient 
retailing outlets. 


In Edmonton an ultra- 


modern parcel processing 
plant opened in September 
1989. Using the latest in 
processing equipment and 
technology, it allows 
Canada Post to provide 
more efficient parcel 
service. 


Through the establishment 
of a Canada-wide 1-800 
Customer Service number 
linked to a Telephone 
Device for the Deaf (TDD), 
Canada Post has made it 
easier for hearing- impaired 
customers to access its 


services. 


OV IO ON Ae 


Many achievements have occurred at Canada Post throughout a period of funda- | 
mental change. These have been due largely to the dedication and effort of postal 
employees who are firmly committed to achieving the operational and service | 
goals of the Corporation. 


For example, an employee suggestion award program called Ideas in Action 
generated some 2.000 submissions in 1989/90. The authors of more than 400 | 
implemented suggestions since the inception of the program received cash awards 
equivalent to 10 per cent of the first-year savings. The highest reward was $10,000. | 
To date, implementation of these suggestions produced some $600,000 in first-year 
savings for the Corporation. 


A new corporate wardrobe was introduced to reflect the professionalism that is one 
of Canada Post’s objectives. Designed by Canadian fashion designer Jean-Claude 
Poitras, this employee wardrobe will be phased in gradually over the next two years. 


Also during 1989/90, the Corporation offered specialized training to provide 
managers with knowledge and skills which would encourage improved employee 
attendance. As a result, overall absenteeism decreased by more than 78,500 days 
to an average of 12.5 days per employee. 


During the past year, the Corporation negotiated and signed collective agreements 
with the Association of Postal Officials of Canada and the Professional Institute of 
the Public Service (PIPS) — Computer Scientists Group. In addition, negotiations 
began with the 46,000-member Canadian Union of Postal Workers and the PIPS — 
Engineering Group. 


As of December 30, 1989, Canada Post banned smoking in all of its facilities in com- | 
pliance with the federal Non-smokers’ Health Act. Acknowledging that this was a 
difficult step for many employees, the Corporation organized health-promotion 
activities and provided support for those trying to give up smoking. 


Canada Post made an important link between family and the workplace with its new | 
scholarship program, open to the children of all full-time and part-time employees. | 
The program generated 256 applications from all regions of the country. Students | 
were judged on the basis of academic excellence as well as involvement in school anc 
community activities. Thirty young people each received a scholarship of $2,000. 


Maintaining and encouraging communications with employees is a long-standing 
objective of Canada Post. Through regular communications programs, including in! 
house publications for employees, Canada Post continued to emphasize the messagy 
that employees are a key element to ensure continued success in the 1990s. | 


As part of the Corporation’s commitment to keep customers and the general public. 
informed of changes, Canada Post established the Speak Up program this year. 


Senior managers participated by delivering approximately 400 speeches to Chambe: 
of Commerce, professional associations, social clubs and community organizations. | 


In 1989/90, the Corporation sponsored, among others, two employees who have __ | 
achieved special status in the world of athletics. Daniel Wesley, a labour relations cle. 


Vancouver and a wheelchair athlete, competed internationally with the backing of 
anada Post. He finished eighth in the 1989 Montreal Marathon and is setting out to 
n in two separate wheelchair events at the 1992 Olympics in Barcelona, Spain. 


milarly, Cindy New, a Montreal Division office automation co-ordinator and a world- 
ass marathon runner, was sponsored to compete in the Jeux de la Francophonie held in 
asablanca, Morocco, last July. In spite of extreme heat, Cindy, winner of the women’s 
ite division in the 1988 Montreal Marathon, won a silver medal for her second-place 
vish in the women’s marathon. 


anada Post’s Heritage Club has completed its first full year and reports successes 
roughout the country. Developed last year to bring retired and long service 
nployees together and to be of service to the community, the club has truly met its 
yectives. Membership in the club has grown to 22,000 and 31 chapters have been 
tablished. Much work has been done by club members in the area of community 
rvice, especially through two programs that make the holiday season memorable 
r children, shut-ins, the elderly and the infirm. These are the Canada Post Santa 
etter Writing Program and the Heritage Club Shut-in Program. 


uring 1989/90, a major portion of the corporate contributions budget was dedicated 
| providing direct financial support to Canadian literacy organizations. During 1990, 
oclaimed International Literacy Year by the United Nations, Canada Post will be 
idertaking many unprecedented initiatives in support of literacy. 


Canada’s Literacy Symbol, 


commissioned by Canada 
Post, is featured on an 
International Literacy Year 


commemorative stamp in 
1990. 


This year, thanks to 9,040 
employees and volunteers, 
Canada Post replied to 
more than 735,500 letters 
from children in the Santa 
Letter Writing Program. 
Letters to Santa were 
received in every division. 
Linguistic Services, at head 
office, had requests for 
translation in 10 different 
languages. For the first 
time, members of the 
Heritage Club were 
involved in the program. 
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Board of 
OV EMOTES 
as of June 1, 1990 


A § 
mae Sylvain Cloutier ge Donald H. Lander A®@ Micheline Bouchard ge Anne Chippend: 
(Ottawa, Ontario) (Ottawa, Ontario) (Saint Bruno, Quebec) (Calgary, Alberta) 
Chairman of the Board President and Chief Vice-President President, Chippend: 
Canada Post Corporation Executive Officer Marketing Business Managemen 
Canada Post Corporation DMR Group Inc. Vice-Chairman of the 


Canada Post Corpora 


4 William P. Dalton ga A.Ernest Downs 4 Pierre Roy Daniel J. Scanla 


(St. John’s, Newfoundland) (Swift Current, (Ile des Soeurs, Quebec) (Toronto, Ontario) 

Sales Executive Saskatchewan) Partner, Chairman of the Boi 
Chartered Accountant Chartier, Moisan and of Directors 
Burroughs, Associates Inc. Arbor Capital Resou 


Weber & Partners 


f 


ge Orland Tropea ae@ Terry E. Yates, F.C.A. N. Roger Gauthier 


(Oakville, Ontario) (Hamilton, Ontario) Secretary of the Board 
Retired Deputy Chairman President and Corporate Secretary 
Bell Canada Setay Holdings Ltd. 


Enterprises Inc. 


® Member of the Executive | 
Committee 
A Member of the Audit 
Committee 
@® Member of the 
Compensation Committee 
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O 7 / Ae gS Sylvain Cloutier John A. Fellows Elisabeth C. Kriegler Jacques A. Sincen’5 
a Chairman of the Board Vice-President Vice-President Vice-President 
0 Corporate Development Real Estate Systems and Engineerit 
of the Donald H. Lander Robert J. Siroi 
Y : a eC President and Chief , obe . SITOIS 
Corporatvon Pe One Kenneth) Hany PEE Vice-President 
Vice-President and Chief Vice-President Marketing and Sales 
A Financial Officer Divisional Operations es ; Sy 
as of June 1, 1990 Léo Blanchette I 
Jig : Vice-President oe Don Swanson 
Mail Operations William T. Kennedy Peter T. McInenly Vice-President _ 
Group Vice-President Vice-President Network Operations ar | 


Georges C. Clermont, Q.C. Legal and Corporate Affairs Purchasing 


Group Vice-President Henry J. Klassen . D. Kenneth Tuck | 
Harold A. Dunstan Vice-President C. Dereck L. Millar Vice-President 
Wir ebrecident Business Planning Corporate Treasurer Information Technolo 


»> Human Resources and 


Administration 


on June 1, 1990 


Head Office 

Confederation Heights 
Ottawa, Ontario KIA 0B1 
(613) 734-8440 

Pacific Division 

1010 Howe Street 
Vancouver, British Columbia 
VOB 4Z3 

(604) 662-1375 

Michael Gormick 

Divisional General Manager 
Foothills Division 
10020-101 A Avenue 
Edmonton, Alberta T5] 4J4 
(403) 495-4848 

Andrew Varjas 

Divisional General Manager 
Mid-West Division 

266 Graham Avenue 
Winnipeg, Manitoba R3C 0KO 
(204) 983-5379 

George Wilton 

Divisional General Manager 


> 
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Huron Division 

955 Highbury Avenue 
London, Ontario N5Y 1A3 
(519) 645-5050 

Dale Fairbrother 

Divisional General Manager 


York Division 

20 Bay Street 

Toronto, Ontario M5J 1A2 
(416) 594-4531 

Robert Johnson 

Divisional General Manager 
Rideau Division 

2733 Lancaster Road 
Ottawa, Ontario K1A 0C1 
(613) 734-2402 

André Donati 

Divisional General Manager 


Montreal Division 

715 Peel Street 

Montreal, Quebec H3C 417 
(514) 345-4411 

Robert Favreau 

Divisional General Manager 


> 
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Quebec Division 

1535 Chemin Ste Foy 
Quebec, Quebec GIS 1V6 
(418) 648-3044 

André Villeneuve 

Divisional General Manager 
Atlantic Division 

1967 Upper Water Street 
Purdy’s Wharf, Tower 2 
Halifax, Nova Scotia B3J 3R7 
(902) 494-4329 

Gerry Roy 

Divisional General Manager 


Northern Services Division 
Confederation Heights 
Ottawa, Ontario KIA OB1 
(613) 734-7143 

Marc L’Anglais 

Corporate Manager 


Our Financial Je ONE LL (OLE 


After achieving profitability in fiscal 1988/89, the Corporation, with the approval of 
its shareholder, adopted financial performance objectives that would enable it to be 
measured against established private sector companies of similar size and risk. Amo. 
the objectives established was an expectation that the Corporation would provide th) 
Government of Canada with an annual dividend commencing in 1989/90. 


To adopt private sector practices of prudent financial management, Canada Post _ 
requires the establishment of a capital structure similar to private industry. In this 
regard, the Government approved a capital reorganization in which accumulated 
extraordinary restructuring costs and deferred employee termination benefits have 
been offset against contributed capital as at April 1, 1989. The reorganized capital 
structure more properly reflects the equity of Canada and establishes a logical framy 
work for the measurement of financial performance and dividend payout ratios. 


The year 1989/90 showed continued growth in profitability for the Corporation in 
spite of the downturn in the economy during the latter half of the year. Net income 
of $149 million exceeded the Corporation’s target by 49 per cent. Return on equity 
improved to 10.5 per cent from 5.9 per cent the previous year, representing a furthe 
step in the Corporation’s path towards its target range of 14-15 per cent return on 
equity. 7 
Given the Corporation’s financial performance in the 1989/90 fiscal year, the 
Board of Directors declared a dividend of 40 per cent of net income, amounting to 
$60 million, payable on June 29, 1990 to the shareholder, the Government of Cana’ 
This represents the achievement of yet another financial objective by the Corporati 


Postal operations generated income of $107 million in 1989/90, a margin of 3.0 pe 
cent, up slightly from last year’s performance level of 2.9 per cent. Economic presst 
on revenue from postal operations curtailed growth to 5.0 per cent, compared to th 
target of 6.5 per cent. Nonetheless, this growth represents a significant accomplish- 
ment for the Corporation in extending its record of continuing business growth si 
incorporation. The Corporation’s commitment to reliable service and products to 
meet customers’ needs is key to customer confidence and continued business gro 


The increase in the cost of postal operations was limited to 4.8 per cent, compare 
the target of 6.0 per cent, as the Corporation continued to exert careful control 
labour usage. Increased efficiencies were achieved through consolidation of pro- 
cessing and administrative activities. These and more efficient scheduling and 


ioritizing of work have been made possible as a result of the Corporation’s 
vestment in programs designed to effect fundamental changes in the postal system. 
‘ansportation costs increased during the year with the implementation of a more 
nprehensive delivery and distribution system in support of the service commit- 

ts and the introduction of new products. 


er Income and Expense 


asing interest rates during the year helped to provide $58 million of interest 
me, and disposal of assets generated gains of $118 million, primarily due to 
ition of Toronto properties that were surplus to operating requirements. 


gains contributed to the Corporation’s investment of $126 million in 

cturing costs, which are now charged to income in the current year. Prior to 
organization of the equity of Canada on April 1, 1989, such costs had been 

ed and recovered from postal revenues over a five-year period. Amortization 
ed employee termination benefits has also been eliminated as a result of 
reorganization. 


tion continued to accelerate its level of investment to meet service 

s, handle increasing volumes, service its growing collection and delivery 
mprove customer accessibility. The increased fixed asset investment of 
; focused on improved processing facilities, state-of-the-art letter- 

, vehicles and community mail boxes, in addition to the continued 
1e Corporation’ s data processing network. A further $44 million was 
oduct omen and the retail network. 


Management’s Responsior lary {Ou 
Financial ROC DOS ETO Le 


Management and the Board of Directors are responsible for the financial statements 
and all other information presented in this annual report in accordance with the | 
Financial Administration Act and regulations. The financial statements have been 
prepared by management in accordance with generally accepted accounting 
principles and, where appropriate, include amounts based on management's 
estimates and judgement. 


Management has developed and maintains books of account, records, financial and | 
management control, and information systems and management practices. These a 
designed to provide reasonable assurance as to the reliability of financial informatio; 
that assets are safeguarded and controlled, and that transactions are in accordance _ 
with the Financial Administration Act and regulations as well as the Canada Post | 
Corporation Act and by-laws of the Corporation. Internal audits are conducted to 
assess these systems and practices. 


The Board of Directors ensures that management fulfills its responsibilities for 
financial reporting and internal control through the Audit Committee, which is 
composed of six directors, five of whom are not employees of the Corporation. 
The Audit Committee meets quarterly to oversee the internal audit activities of the 
Corporation and at least annually to review and advise the Board of Directors with 
respect to the financial statements and the auditors’ annual report. 


The Corporation’s external auditors, the Auditor General of Canada and Deloitte 
Haskins & Sells, examine the financial statements and report to the Minister 
responsible for Canada Post Corporation. 


Paviors Report 


» the Minister responsible for Canada Post Corporation 


have examined the balance sheet of Canada Post Corporation as at March 31, 1990 
id the statements of equity of Canada, operations and changes in financial position 
the year then ended. Our examination was made in accordance with generally 
spted auditing standards, and accordingly included such tests and other proce- 
ires as we considered necessary in the circumstances. 


uur opinion, these financial statements present fairly the financial position of the 
oration as at March 31, 1990 and the results of its operations and the changes in 
nancial position for the year then ended in accordance with generally accepted 

unting principles applied on a basis consistent with that of the preceding year. 


er, in Our opinion, the transactions of the Corporation that have come to our 


— Delotts Harhiss + SAL, 


Deloitte Haskins & Sells 
Chartered Accountants 


1ESGLGHEOG SMUG 


March 31 (in thousands of dollars) 1990 


Assets 


Current assets 


Cash and short-term investments $ 378,796 $ 624, 
Accounts receivable 118,369 TT 
Prepaid expenses 56,479 ,( 

553,644 7Al, 
Fixed assets (note 4) 1,828,334 1,64 
Other assets 
Segregated cash and investments (note 5) 81,782 
Deferred development costs A4Uz5 
Deferred employee termination benefits (note 6) ~ 
Collection of postal memorabilia (note 7D) . 1 

125,806 

$ 2,507,784 


Liabilities and Equity of Canada 


Current liabilities 
Accounts payable and accrued liabilities $ 242,984 $ 
Salaries and benefits 136,877 
Deferred revenues 177343 
Outstanding money orders 47,192 
604,196 
Long-term debt (note 8) 80,000 
Employee termination benefits 333,492 
Equity of Canada 1,490,096 
| $ 2,507,784 


Contingent liabilities (note 9) 


Approved by the Board: 


Pp: 


She 


Chairman of the Board 
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Year ended March 31 (in thousands of dollars) 1990 1989 
Contributed capital 
At beginning of year $ 1,943,425 $ 1,943,425 
Contributed capital adjustment (note 6) (588,253) - 
At end of year 1,355,172 1,943,425 
Retained earnings (Accumulated losses from 

operations) 
At beginning of year (13,876) (110,063) 
Net income (1989 — Income from operations after 

amortization of extraordinary restructuring costs) 148,800 96,187 
Atend of year 134,924 (13,876) 
Accumulated extraordinary restructuring costs 
At beginning of year (286,944) (221,244) 
Additions during the year - (123,529) 
Amortization for the year - 57,829 
Contributed capital adjustment (note 6) 286,944 ~ 


At end of year = (286,944) 
Equity of Canada $ 1,490,096 $ 1,642,605 


Statement of OF ATC OD S 


Year ended March 31 (in thousands of dollars) 1990 J 
Revenue from postal operations (note 10) $ 3,579,843 $ 3,411 9 
Cost of postal operations 3,473,258 3,313 
Income from postal operations 106,585 98 
Other income 
Gain on disposal of fixed assets 118,267 29 33) 
Interest 57,983 68,0. 
176,250 

Other expense 
Restructuring costs 120,119 
Interest 7,916 
Amortization of deferred employee 

termination benefits _ 

134,035 

Income from operations 148,800 
Amortization of extraordinary 

restructuring costs = 
Net income (1989 — Income from operations 

after amortization of extraordinary 

restructuring costs) $ 148,800 
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Year ended March 31 (in thousands of dollars) 1990 1989 
Operating activities 
Net income (1989 —- Income from operations after 
amortization of extraordinary restructuring costs) $ 148,800 $ 96,187 
Items not requiring cash 
Gain on disposal of fixed assets (118,267) (299332) 
Depreciation 111,453 100,603 
Accrued employee termination benefits 22,111 22159 
Amortization of deferred employee 
termination benefits _ 34,163 
Amortization of extraordinary restructuring costs - 57,829 
164,097 281,605 
Change in non-cash working capital items (125,504) ID, a29) 
Employee termination benefit payments (27,741) (18,505) 
10,852 298,429 
Extraordinary restructuring activities 
Extraordinary restructuring costs w= (123,529) 
Financing activities 
Long-term debt a 80,000 
Investment activities 
Acquisition of fixed assets (319,861) (243,817) 
Proceeds on disposal of fixed assets 147,916 51,185 
Deferred development costs (44,023) ~ 
Increase in segregated cash and investments (40,688) (41,094) 
(256,656) (233,726) 
Increase (decrease) in cash and short-term investments (245,804) 21,174 
_Cash and short-term investments at beginning of year 624,600 603,426 
Cash and short-term investments at end of year $ 378,796 $ 624,600 


Notes to Financial Statements (March 31, 1990) 


1. Incorporation 
The Corporation was established by the Canada Post Corporation Act to operate a 
postal service on a self-sustaining financial basis while providing a standard of service 
that will meet the needs of the people of Canada. The Corporation isaCrown | 
corporation included in Part II of Schedule III to the Financial Administration Act. 
and is an agent of Her Majesty. The Corporation is exempt from income taxes. 


2. Rate Regulation 

The Canada Post Corporation Act provides that the Corporation may make 
regulations prescribing rates of postage that are fair and reasonable so as to provid 
revenue together with any revenue from other sources, sufficient to defray the costs 
incurred by the Corporation in the conduct of its operations. The Corporation is _ 
required to publish each proposed regulation for interested persons to make 
representations to the Minister responsible for the Corporation, who thereafter 
submits the regulation to the Governor in Council for consideration and subsequ 
approval or refusal. : 


3. Significant Accounting Policies 


These financial statements have been prepared in accordance with generally acce 
accounting principles. A summary of the significant accounting policies of the 
Corporation follows: 


(a) Fixed assets and depreciation 


Land, buildings and equipment transferred from the Government of Canada on 
incorporation were recorded at their fair value at that date, determined as follow: 


Land — market value based on existing use 


Buildings — depreciated replacement cost 
Plant equipment, vehicles, sales — depreciated replacement cost or ori: 
counter, office furniture and cost less estimated depreciation 


equipment, and minor equipment 


The market value of land and the depreciated replacement cost of buildings 
transferred by the Government of Canada were determined by independe 
appraisals. Acquisitions subsequent to incorporation are recorded at cost. 


SEMA: eile ARLEN A TES 


Depreciation is provided on the straight-line basis over the estimated useful lives of the 
following assets: 


Buildings 30 and 40 years 
Plant equipment 4 to 30 years 
Vehicles (other than passenger and light duty commercial) 6 to 10 years 
Sales counter and office furniture and equipment 5 to 20 years 
Minor equipment — street furniture and containers 5 to 15 years 


Depreciation is provided on the diminishing balance basis at an annual rate of 
30 per cent for all passenger and light duty commercial vehicles. 


(b) Employee termination benefits 


Employees of the Corporation are entitled to specified termination benefits, 
calculated at salary levels in effect at the time of termination, as provided under 
collective agreements and conditions of employment. 


The present value of the projected costs of unpaid employee termination benefits, as 
determined by actuarial valuation, is recorded in the accounts as a long-term liability. 


Such benefits accruing to employees, as well as gains and losses arising from actuarial 
valuation, are included in current operations. 


(c) Revenue recognition 
Amounts received for which SeTVICeS have not been rendered prior to the end of the 
year are deferred. 


d) Pension plan 
Employees of the Corporation are covered by the Public Service Superannuation Plan 
dministerec by the Government of Canada. Under present legislation, contributions 
y the ation to the Plan are limited to an amount equal to the employees’ 
unt of current service. These contributions, which amounted to 
0,198,000) , represent the total pension obligations of the 
cluded i in current operations. The Corporation is not required 
tion to make contributions with respect to actuarial deficiencies 
Superannuation Account and/or with respect to charges to the 
or indexation payments under the Supplementary 


Notes ‘to Financial Statements “(March 31,1970) 


(e) Deferred development costs 
Costs incurred in the development of new mail products and the retail postal network 
are deferred. These costs are amortized on the straight-line basis over the ensuing — 
periods of economic benefit. 3 


(f) Foreign currency translation 
Revenues and expenses relating to transactions with foreign postal administrations 
are translated into Canadian dollars at the exchange rates at the time of transaction 
Amounts due to or from foreign postal administrations at the balance sheet date z 
translated at the then prevailing exchange rates. Gains or losses arising from 
translation of foreign currencies are included in current operations. 


4. Fixed Assets 


(in thousands of dollars) 1990 


Cost or Accumulated 


fair value depreciation Net 
Land $ 214,742 $ - § 214/42 & 
Buildings 1 196,551 313,856 822,695 
Plant equipment 570,033 224,837 345,196 
Vehicles 119,229 58,921 60,308 
Minor equipment . 
Mail bags and | 
lock boxes 28,343 - 28,343 
Street furniture 
and containers 167,221 33,192 134,029 


Sales counter and 
office furniture 


and equipment 281,080 58,059 223021 | 
$ 2,517,199 $ 688,865 $1,828,334 $ 


5. Segregated Cash and Investments 
The Corporation has segregated certain cash and investments, recorded at 
for the purpose only of managing cash flows relating to the employee termin 
benefits liability. ee 


6. Contributed Capital Adjustment 


Prior to April 1, 1989, with the approval of the Governor in Council, as rate regulator, 
the Corporation included deferred employee termination benefit costs and 
accumulated extraordinary restructuring costs in its future operating cost base for 
purposes of establishing postal rates. These costs were amortized and recovered in 
postal rates on the basis specified by the regulator. 


With the approval of the rate regulator, the April 1, 1989 unamortized balances of 
these costs that were to have been recovered from future postal users have been 
eliminated against contributed capital as follows: 


(in thousands of dollars) 


Deferred employee termination 


benefits $ 301,309 
Accumulated extraordinary 

restructuring costs 286,944 
Contributed capital adjustment $ 588,253 


7. Collection of Postal Memorabilia 


The Corporation has an agreement with both the National Archives of Canada and 
the Canadian Museum of Civilization to operate, administer and maintain a Canadian 
Postal Archives and a National Postal Museum respectively, containing philatelic 
material, postal artifacts, a postal library and exhibits that trace the history of the mail 
and other memorabilia. Since these collections, exhibits and books are not for resale 
and are of undetermined value, they have been recorded at a nominal amount of 
$1,000. 


8. Long-Term Debt 


In 1988, the Corporation entered into a ten-year $80 million loan with the 
Government of Canada. Interest is payable semi-annually at the rate of 9.705 per cent 
per annum, and the principal will be repaid on April 27, 1998. Interest expense on 
long-term debt was $7,764,000 (1989 — $7,200,000). 


Notes to Financial Statements (March 31, 1970) 


9. Contingent Liabilities 
(a) With respect to a complaint filed with the Canadian Human Rights Commission, 
alleging discrimination by the Corporation concerning work of equal value, the 
Commission’s investigation is continuing and the outcome is not presently determi 
able. Settlement, if any, arising from resolution of this matter will be recovered in — 
future postal rates (as determined in accordance with the Canada Post Corporatio 
Act) and/or from the Government of Canada. 4 


(b) Employees are permitted to accumulate unused sick leave. However, such leay 
entitlements do not vest and can be used only in the event of illness. The amount ¢ 
accumulated sick leave entitlements which will become payable in future years Cc 
reasonably be determined. Payments of sick leave benefits are included in curren 


operations. 


10. Payments on Behalf of Postal Users 
Where Government policy requires the Corporation to provide services at rates 
than cost, to the publications industry, and for Government free mail, literature 
the blind and northern air stage services, the Government of Canada compensa 
Corporation for foregone postage revenue from those sources. Payments receiv 
amounting to $239,593,000 (1989 - $250,593,000), are included in revenue fron 


postal operations. 


11. Lease Commitments 
The Corporation occupies certain facilities under operating leases which expi 
various dates between 1991 and 2027. The Corporation’s future minimum rer 
payments required under operating leases that have terms in excess of one yea 
are as follows: 


(in thousands of dollars) 


1991 
1992 
1993 
1994 
1995 
1996 to 2027 


12. Related Party Transactions 


The Corporation had the following transactions with related parties in addition 
to those disclosed elsewhere in these financial statements. 


(a) Property management 
The Corporation has incurred net operating costs of $191,706,000 (1989 — 
$179,092,000) in respect of a property management arrangement with the 


Department of Public Works to manage substantially all the Corporation’s real pro 
erty. In addition, capital expenditures amounted to $29,787,000 (1989 — $32,736,000). 


(b) Interest 


The Corporation earned interest in the amount of $1,769,000 (1989 — $23,747,000) 
on its balance in the Consolidated Revenue Fund of the Government of Canada. 


(c) Other 


In the normal course of business, the Corporation enters into various other trans- 
actions with the Government of Canada, its agencies and other Crown corporations. 
These include the provision of postal services and the purchase of air and rail 
transportation. 


Asa result of all the above transactions, the amounts due from and to these parties are 
$10,696,000 (1989 - $4,725,000) and $82,437,000 (1989 — $101,056,000) respectively. 


‘13. Subsequent Event 
On May 10, 1990, the Board of Directors declared a dividend, payable to the Receiver 
eral for Canada on June 29, 1990, in the amount of 40 per cent of net income with 

pect to the fiscal year ended March 31, 1990. This amounted to $59,520,000. 


mparative Figures 
mparative figures have been reclassified to conform with the current year’s 


tation 


Pive Year o Review 


(amounts in millions of dollars unless otherwise indicated) 1989/90 1988/89 1987/88 1986/87 19 8: 


Operations 

Revenue from postal operations 3,580 3,411 3,139 2,970 
Cost of postal operations 3,473 3,313 3,169 3,095 
Income (loss) from postal operations 107 98 (30) (125) 


Per cent of revenue from postal operations —_3.0% 2.9% (1.0%) (4.2%) 


Other Income 
Gain (loss) on disposal of fixed assets 118 29 ~ (4) 
Interest 58 68 _ = 
176 97 = (4) 
Other expense 
Restructuring costs 126 - - ~ 
Interest 8 7 = = 
Amortization of deferred employee 
termination benefits - 34 - _ 
134 4] - - 
Income (loss) from operations 149 154 (30) (129) 
Amortization of extraordinary . 
restructuring costs = 58 8 
Net income (1988/89 and prior — Income 
(loss) from operations after amortization f 
of extraordinary restructuring costs) 149 96 (38) 
Return on equity 10.5% 5.9% - 


Balance Sheet 


Assets 
Current 554 
Fixed 1,828 
Other 


Liabilities and equity of Canada 
Current 
Long-term debt 
Employee termination benefits 
ee of Canada 


Fixed Asset va 

Land and buildings 
Operating equipment _ 
Office and other cquapiient 


Extraordinary R Restru turing 
Costs 
Governmen Funding 
Operations 
Equity 


1989/90 1988/89 1987/88 1986/87 1985/86 
Operating Dimensions 
Revenue from postal operations by product * 
(millions of dollars) 
Letters 1,985 1,895 1,762 1,648 1,527 
Publications 315 315 306 298 296 
Addressed Admail 246 218 183 129 23 
Parcels 365 324 296 301 270 
Special services 274 251 238 yaa 205 
Total addressed 3,185 3,003 2,785 2,603 2,421 
Unaddressed Admail 175 165 139 151 145 
Total mail 3,360 3,168 2,924 2,754 2,566 
Other 220 243 215 216 192 
Revenue from postal operations 3,580 3,411 3,139 2,970 2,758 
Per centincrease — 5.0% 8.7% 5.7% 7.7% 10.3% 
Volume by product * 
(millions of pieces) 
Letters 4,580 4,47] 4,370 4,362 4,200 
Publications 612 580 590 594 587 
Addressed Admail 1,103 1,017 889 741 655 
Parcels 103 90 93 103 101 
Special services 82 62 60 59 56 
Total addressed 6,480 6,220 6,002 5,859 5,599 
Unaddressed Admail 2,640 2,048 1,809 2,079 2,097 
Total mail 9,120 8,268 7,811 7,938 7,696 
Per cent increase (decrease) 10.3% 5.9% (1.6%) 3.1% 5.3% 
Employment-operations 
Millions of hours paid 1215 128.2 128.1 126.4 128.1 
Per cent increase (decrease) (0.5% 0.1% 1.3% (1.3%) (1.19%) 
Employee strength 
(at year-end) 
Fulltime © 50522 52,193. 53,093 52,760 52,345 
Part-time 9,802 8,945 9,089 8,880 9,027 
Total 60,324 61,138 62,182 61,640 61,372 
Per cent increase (decrease) U.3%) (1.7%) 0.9% 0.4% (2.5%) 
297.4 283.7 266.3 255.5 247.6 
nt increase 4.8% 6.5% 4.2% 3.2% 2.5% 
er carrier points of call per hour paid 48.3 47.5 47.1 46.6 45.4 
nt increase 1.7% 0.8% 1.1% 2.6% 3.4% 
2.8 2p5 4 4,594.1 9.4 51.9 
39.3 41.3 40.2 37.4 35.8 
38.1 40.1 40.6 39.0 38.6 


to conform with the current year’s presentation. 
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Canada Post collects, processes and delivers close to 10 billion commu- 
nication messages and parcels annually. This mail goes to more than 
11 million points of delivery throughout the country — to rural homes 
and villages and Canada’s major urban centres. Mail is also received 
from and dispatched to the rest of the world. This volume is managed 
and processed through a network of 25 major mechanized mail 
processing plants. The Corporation employs a workforce of 57,000 
full- and part-time employees, a fleet of some 5,300 vehicles, as well 
as the thousands of contracted services from air and surface 


transportation companies. 


Canada Post markets its products and services through more than 
17,200 points of sale nationwide, more than 70 per cent of which are 


operated by private businesses. 


In the face of a difficult business climate, the Corporation has been able 


to maintain both its financial viability and the high level of its services eee ee NY 
: Highlight 
through the introduction of new cost-effective technology, innovative anu a 


d : Management Overview 
products and service enhancements. We believe that improved : 


Se : Products and Services 

customer sensitivity and awareness will ensure that Canada Post 
: H 4 ; Our Stamps 
continues to successfully evolve to meet the communication needs of 
‘ - Our People 
Canadians. 
Our Directors and Officers 


Our Principal Offices 


Today’s planning determines tomorrow’s achievement, and Canada 


J: : f Labs : : : ; Our Fi ial Performance 
Post Corporation is working hard to maintain and expand its vital role sss tll 


BS 5 ca Five Year Review 
in Canada’s economic and social life. 


OVernr rae 
ts Yap 


HIGHLIGHTS 


Canada Post Corporation 
processed 9.7 billion pieces > 
of mail in 1990/91, an 

increase of 537 million 

pieces over the previous 

year. 


Revenue from postal 
operations reached 
$3.7 billion in 1990/91, 


‘ Net Income 
an increase of $159 


(88/89 and prior — Income from 


million over 1989/90. operations after amortization of 
extraordinary restructuring costs) 
Consolidated net Millions of dollars 


income for 1990/91 
was $14 million. 


Revenue 
from Postal 
Operations 


Billions of dollars 


Employment — 
Operations 


Millions of hours paid 


Volume 
Billions of pieces 


86/87187/88 | 88/891 89/90190/91 


Cost of Postal 
Operations 
per Piece 


Cents per piece 


86/87187/88 | 88/89 | 89/90 190/91 


Revenue 
from Postal 
Operations 
per Piece 


Cents per piece 


86/87|87/88 | 88/89 | 89/90190/91 


86/87187/88 | 88/89! 89/90190/91 


86/87|87/88 |88/89 189/90 190/91 
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MANAGENVENT OVERVIEW 


Donald H. Lander, President and Chief Executive Officer (at right) with (left to right) Group Vice-Presidents 


1] - 1 : ; 
William T. Kennedy and Georges C. Clermont 


Innovation and dedication. These are the hallmarks of Canada Post 
Corporation’s efforts to provide the very best in postal products and services. 


Canada Post has achieved significant growth in volumes and has recorded 

a profit for the third year in a row, despite a downturn in the economy. 
Revenue from postal operations of $3.7 billion grew four per cent over the 
previous year, generating income from postal operations of $75 million or 
two per cent of revenue. After recognition of the significant costs that the 
Corporation continues to incur to restructure the postal system, Canada Post 
has reported net income for the year of $14 million — a one per cent return 
on equity. The Board of Directors has declared a dividend of $5.7 million 
payable to the Shareholder, the Government of Canada on June 28, 1991. 


During this fiscal year, the Corporation’s 57,000 full- and part-time employees 
collected, processed and delivered 9.7 billion pieces of mail, an increase of six 
per cent over the previous year’s 9.1 billion pieces. 


The Corporation also increased its customer base. By the end of the fiscal year 
Canada Post served more than 11.4 million points of delivery, an increase of 
over 200,000 from the previous year. 


Moving mail products within strict time frames is key to service performance. 
The results of a quarterly service performance audit conducted by the 
auditing firm, Ernst & Young, shows the Corporation recorded an average 
reliability rate of 97 per cent on-time delivery for the full year. 


To achieve consistent standards of customer satisfaction, while maintaining > 
financial viability, we introduced new products and aggressively managed 
and marketed our existing products and services. 


The complete implementation of the Trace Mail options on most products, 
interfaced with our new Automated Enquiry System, Lettermail Plus 

and Admail Plus, are prime examples of our recent new products and 
product options. 


Priority Courier continues to be a strong performer for the Corporation 
as it records higher volumes and continues to establish its reputation in this 
highly competitive business sector. 


As our Annual Report shows, these are just a few of the products and 
business areas that have contributed to the advancement of the Corporation. 
In every area of our business — sales, service, marketing, retail, parcels, 
courier, operations, human resources — our increased activities are 
characterized by a commitment by all our employees to provide the best 
possible service to our customers. 


Regretfully, during the year the Corporation lost two of its most 
distinguished members: Sylvain Cloutier, Chairman of the Board of 
Canada Post Corporation; and Orland Tropea, a member of our Board 
of Directors. Both are now deceased. 


Mr. Cloutier, who contributed greatly to our progress for the past four years, 
had a distinguished public service career that spanned four decades. During 
his career he received many personal honours, including the appointment 
as an officer of the Order of Canada. 


Mr. Tropea, who was retired Deputy Chairman of Bell Canada Enterprises 
Inc., was a member of the Board’s Executive and Compensation Committees. 


Ultimately, it is the people in a corporation who determine its ability to 
provide quality products and services. We fully recognize and emphasize 
the important and invaluable contribution of Canada Post employees in our 
progress. Their ability to adapt to new technology, new procedures and 
new market demands is highly commendable. 


Our continued progress in this extremely competitive communications 
market demands that we look to the future with innovative products and 
services with an ever increasing commitment to provide the best customer 
satisfaction possible. 


Ss tw 


Donald H. Lander 
President and 
Chief Executive Officer 


PRODUCTS AND SERVICES 


Top Performance Through 
Innovation and Dedication 
Our postal products and ser- 
vices must meet the highest 
standards in order to fulfil the 
demands of our customers and 
successfully compete in the 
marketplace. 


Operations 


To collect, process and deliver 
increased mail volumes reliably 
and at reasonable cost, Canada 
Post continues to implement 
initiatives designed to stream- 
line and improve its processes. 


In the Collection and Delivery 
functions, three new programs 
were introduced during the 
fiscal year. First, our new 
System for Mail Addressing 
and Redirection saw 13 central- 
ized redirection centres estab- 


lished in 12 major urban centres. 


These centres, with the use 

of computerized Change of 
Address labels, mean faster, 
more efficient redirection 

of mail, and a reduced number 
of errors. The second program, 
implemented in Montreal, 
Toronto and Vancouver, auto- 
mated the recording of distribu- 
tion and payment records for 
household flyers, significantly 
reducing paperwork for letter 
carrier supervisors. The third 
initiative was the updating 

of Canada Post’s letter carrier 
route measurement system to 


Twenty-four multi-line Optical Character 
Readers were installed at nine major 
processing plants in 1990/91. These state-of- 
the-art machines can process 10,000 more 
pieces of mail per hour than the old OCRs. 


make the design of each route 
the most efficient possible. 


In the Mail Processing function, 
the Corporation has continued 
to streamline operations to 
improve service by increasing 
the mechanized handling of 
mail. For example, the twin 
mailbox program implemented 
in 64 cities across Canada, 
allows us to separate local mail 
from mail destined for other 
locations. The “forward mail” is 
sent to our mechanized plants 
where new Multi-Line Optical 
Character Readers (MLOCRs) 
ensure prompt and effective 
processing. 


In the Hamilton/Niagara 
region, efficiency has also been 
improved by the construction 
of a state-of-the-art processing 
plant in Stoney Creek that 
replaces three older plants. 


To ensure improved service 

to Priority Courier customers, 
Canada Post is now located at 
Toronto’s Pearson International 
Airport. This improves pro- 
cessing time and allows faster 
access to our airline transpor- 
tation network. 


Lettermail 


The cornerstone of Canada 
Post’s business is Lettermail, 
and despite the growth of 
alternatives such as FAX and 
electronic mail, Lettermail 
volumes showed modest 
growth in 1990/91. Custom- 
ers continue to recognize that 
Lettermail provides excellent 
value for money for sending 
hard copy messages with a high 


Lette 
Efficiency 
_ Points of delivery per hour paid 


49.9 


87/88 188/89189/90190/91 


o1 | g2 | a3 | a4 


Percentage of properly prepared 


letters, mailed in and delivered to 


the same urban centre, delivered 
within two business days. 


Ql Q2 Q | Q4 


Percentage of properly prepared 
letters, mailed between major 
urban centres in the same 
province, delivered within three 
business days. 


Ql Q2 Q3 Q4 


Percentage of properly prepared 
letters, mailed between major 
urban centres in different 
provinces, delivered within four 
business days. 


PRODUCTS AND SERVICES 


level of reliability. The Ernst & 
Young survey shows the Corp- 
oration has maintained its 
average on-time delivery 
performance at 97 per cent. 


Trace Mail 


The full implementation of 
Canada Post’s Trace Mail family 
of options was a major business 
development this year. The 
range of features — Security 
Registered, Registered, Signa- 
ture, Confirmation (in test 
markets), and Proof of Delivery 
— are tailored to meet the secu- 
rity, tracking and proof of 


delivery needs of our customers. 


The Trace Mail bar-coded infor- 
mation labels, which are 


New options like 
Trace Mail are avatit- 
able through 8,200 
retail outlets. Countet 
sales representative 
Harry Lacelle explains 
features to customers 


interpreted by computers and 
scanners, coupled with the 
computer activated voice- 
response technology, marks 

a new way of doing business for 
the Corporation. The bar codes 
give Canada Post the ability 

to monitor single mail products 
at different points in the 
collection, processing and 
delivery functions. 


With the Automated Enquiry 
System, information on the 
customer’s product is just a toll- 
free telephone call away. 


Publications Mail 

Publications Mail provides for 
the volume delivery of news- 
papers and periodicals, as well 


ShirleyMcGrath  DenisRoy —_ Martha Kudlack 


On her own time and 


Transport operations In spite of harsh weather 


initiative, Shirley employee Denis Roy conditions and delayed /// 
McGrath drove of the Quebec Division air transportation, this 
the 180 km from used quick thinking and postmaster at Sachs ite 
MacKenzie to Prince extra effort to salvage Harbour, N.W.T., en- ' 
George, B.C., to ensure 40 monotainers when sures prompt, effective 
delivery of urgently- a contractor’s truck postal service. 
needed airline tickets. caught fire. 
as library and publishers’ New, commercial product 
books. As a result of changes options have been introduced 
in federal government funding for both Canadian and inter- 

. . . . . . . e 
under the Publications Distri- national publications. Customer service 
bution Assistance Program, 

e ° ° e 
Canada Post has taken a prac- Priority Courter 1S our goal and Our 
tical approach to ensure pre- By fulfilling market needs, 


vention of market erosion. Priority Courier increased its commitment. 


Admail and other mail 
marketing initiatives are 
highlighted in this new 
publication directed at 
Canada’s small business 
community. Called 
Business Access, it has 
been distributed to 
approximately 600,000 
small- and medium- 
sized businesses coast to 
coast. 


BUSINESS 


IDEAS EO# CONNECTING WITH YOUR CUSTOMERS 


Secrets of getting through to the boss 


Welcome to Business Access 


We’re providing 
the products and 
services that our 
consumer and 
small business 
customers demand. 


PRODUCTS AND SERVICES 


volumes by 18 per cent this 
year. One of the key reasons 
for this growth is Priority 
Courier’s high service level — 
99.2 per cent on-time delivery 
fom LOVO/O12 


Priority Courier has service 
centres and service represen- 
tatives who work with our 
business customers to provide 
advice on procedures and how 
to get the best rates. And, with 
our service expansion into 
selected rural areas, our net- 
work is bigger than ever. 


Flexibility is a Priority Courier 
hallmark as well. Both Satur- 
day and evening deliveries are 
available. This year Priority 
Courier, like other areas of the 
Corporation’s business, intro- 
duced new products. The 
Private Branded Product, for 
example, allows customers to 
put their own logo and message 
on pre-paid envelopes. 


Parcels 


The Corporation’s parcel bus- 
iness increased by three per 
cent this year despite a severe 
slowdown in the economy. This 
growth is due to our commit- 
ment to high service standards, 
our extensive distribution 
network, new services and 
competitive commercial rates. 


Canada Post’s parcel network 
is the largest in Canada. It has 
been recently simplified by a 
network of direct links and 
distribution hubs, and made 
more efficient by tough perfor- 
mance standards. In our 
Expedited Parcel line, for 


example, Canada Post offers 
one- and two-day ground 
service delivery for local and 
regional centres. Our Expedited 
Air Service provides two-day 
national service between 

major centres. In addition, 
most commercial and industrial 
areas now are covered by the 
Commercial Pickup service 

for 25 or more parcels 

shipped weekly. 


The commercial Proof of 
Delivery option for parcels was 
introduced this year. Customers 
can obtain pre-paid Proof of 
Delivery parcel labels for local 
and national delivery. With 
pre-paid labels, no manifests 
are required. Customers save 
time and increase control over 
their distribution costs. In both 
the parcel and courier busi- 
nesses, competitive contract 
rates are available in return for 
volume commitments. 


Our Computerized Shipping 
Systems, now in the prototype 
stage, will soon be introduced 
for the courier and parcel 
businesses. These systems, 
installed at larger customer 
locations, will produce labels, 
management reports, and 
daily shipping manifests, 

and be able to access Canada 
Post’s Trace Mail systems. This 
will speed up the preparation 
of parcels for delivery, 
enhance controls, and save 
money for the customer. 


Admail 


Volumes continue to grow in 
our Admail business: 17 per 


cent for Unaddressed, and six 
per cent for Addressed. These 
volumes reflect advertisers’ 
increased recognition of mea- 
surable costs for improved sales 
results through advertising 

by mail. 


Unaddressed Admail allows 
mailers to target customer 
areas that are important 

to them. This is true for both 
occasional mailers, such as 
local or regional businesses, 
and regular national large 
volume mailers. 


Whether Unaddressed Admail is 


delivered by our letter carriers 
or our recently-introduced 
alternate contracted workforce, 
quality service performance is a 
characteristic of the business. 
An enhanced quality program, 
which allows us to verify and 
measure weekly delivery per- 
formance by route, has been 
implemented in some areas 
where Unaddressed Admail 

is delivered. 


Admail Co-ordinators, located 
in nine of the 10 divisions, 
are accessible through 1-800 
numbers to provide assistance 
to mailers and postmasters. 


Addressed Admail is a cost- 
effective way to achieve 

100 per cent reach in a specific 
market segment. As with 
Unaddressed Admail, aggres- 
sive marketing and respon- 
siveness to market demands 
resulted in volume increases 
of Addressed Admail in 
1990/91. Admail representa- 
tives work closely with 


members of the Canadian 
Direct Marketing Association. 
This year Canada Post produced 
a new Admail kit that includes 
an 11-minute video anda 
130-page manual dealing with 
every aspect of ensuring a suc- 
cessful direct mail marketing 
campaign. 


paip/PAYE = 


PRIORITY MESSAGERIES 
COURIER PRIORITAIRES 


Toctsts canadionas Ges poses: 


Canada Past Gerporation 


“UCtOls Canadienne des postes 


Mail Services Couriet 
Denise Madore delivers 
prepaid Priority 
Courier envelopes. 
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Admail Plus and 
Lettermail Plus 

With the introduction of 
Admail Plus and Lettermail 
Plus, Canada Post became 
a one-stop source for the 
production and delivery of 
addressed direct mail. 


With Admail Plus, customers 
simply provide the content for 
a direct mail letter, a response 
form, and a mailing list in 
computer readable format. 
Canada Post develops a format 
for the customer’s approval, 
sorts the mailing list into 
postal code sequence and 
electronically transmits the 
material across Canada, to 
one of the eight production 
sites nearest the address. We 
print it, fold it, insert the 
material into envelopes and 


Target Marketing 


ADVERTISING BY MAIL 
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deposit the mailing into the 
local mail stream. For 
customers, the service is fast, 
cost-effective and convenient. 


Lettermail Pius is a new 
invoice, statement and financial 
document service which, like 
Admail Plus, takes advantage 
of Canada Post’s electronic 
communications capability. 
Lettermail Plus reduces costs 
for the production and delivery 
of invoices and statements, and 
enables delivery up to two days 
faster than regular Lettermail, 
which improves cash flow for 
the customer. 


Retail Operations 


Canada Post’s retail operations 
experienced a net increase of 
over 450 new postal locations 
this year. 


The key to this expansion is 
private sector partnerships. 
Our growth is concentrated in 
established businesses through- 
out urban and 
rural Canada, 
which are 
contracted to 


Canada Post's Admail Kit, 


produced in 1990/91 pl ovides 
comprehensive advice on all 


> * dire 7 1 rp ty 
aspects of direct mail marketing. 


operate retail postal outlets. 
These outlets make our postal 
products and services widely 
and more easily accessible. 


One successful marketing 
initiative has been the House 
Account Stamp Shop Program, 
which allows the Corporation 
to make bulk stamp sales to 
retailers. Canada Post benefits 
from having stamps available 
in more locations than ever 
before, without the additional 
handling costs. 


A further innovation is our 
Retail Service Centre, which 
fills orders expeditiously for 
postal products and forms 
received from all franchises and 
some corporate outlets. 


International Mail 


The Corporation is re-asserting 
its presence in the international 
mail business through the 
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forging of greater international 
linkages and improved service. 


The new competitive incentive 
rates for the U.S. and other 
international destinations are 
one key element in this cam- 
paign. The success of this effort 
will permit the Corporation to 
increase its international 
Lettermail business. 


The Corporation has also 
increased the number of 
international points served by 
Priority Courier from 66 to 
over 120 countries and 
protectorates. And, as one of 
23 members of International 
Post Corporation, Canada Post 
participates in service analysis 
and improvement programs. 


Canada Post’s International 
Outbound Mail System con- 
tinues to provide improved 
customer service by facilitating 
the reduction of outbound mail 


processing by 24 hours. This 
service identification system for 
domestic mail allows our 
personnel to process mail in 
proper priority. 


Canada Post Systems Man- 
agement Limited (CPSML), a 
subsidiary of Canada Post 
Corporation, was created this 
year specifically to market 
Canada Post expertise, tech- 
nologies and systems to 
other postal administrations 
around the world. 


Canada Post brings many 
areas of experience to poten- 
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PRODUCTS AND SERVICES 


tial clients through CPSML, administrations around 
including the designing of the world. 

operational information sys- 

tems and development of Stamp Products 
specifications for mechanical Canada Post’s Stamp Products 
and automated equipment. department is showing sub- 
The company can also address stantial increases in business. 


specific operational needs for 
processing and delivery, mail 
distribution network, and 
systems integration. 


The National Philatelic Centre 
in Antigonish, Nova Scotia, 

recorded its highest-ever sales 
this year — more than 400,000 


CPSML personnel now are orders were processed. The 
New technology and working overseas to fulfil Centre received over 16,000 
improved processes mean | : ll . d 
customer service repre- contractual requirements more calls in 1990/91 anda 
sentatives like Suzanne already undertaken. Negotia- 37 per cent increase in the 
SOIC CIN Aa BSCE tions are also underway for number of written orders. 


code enquiries and ; 
claims promptly. contracts with postal The Centre’s greater sales 


orientation includes personal 
contact with customers, 
prompter service (80 per cent 
of orders are handled within 48 
hours), acceptance of both 
VISA and MasterCard, as well 
as toll-free telephone numbers 
for both Canadian and U.S. 
customers. 


One of the philatelic products 
in increased demand was the 
1990 Souvenir Collection of the 
Postage Stamps of Canada. This 
year’s edition was marketed 
through the W.H. Smith 
national bookstore chain for 
the first time, as well as in 
postal outlets and by mail. 


Educating children about 
stamps and the promotion of 
stamp collecting was given new 
emphasis. The first edition of 
The Heritage Post, a newsletter 
and teachers’ guide, was distri- 
buted to schools across Canada 
in time for Stamp Month last 
October. This full-colour tab- 
loid, published in association 
with the CRB Foundation, is 
issued three times a year. 


The popular Stamp Travellers’ 
Club actively involves young 
people in the hobby of stamp 
collecting. Introduced in 1989, 
the club membership surpassed 
50,000 this year. 


In 1990/91 the department 
also co-ordinated successful 
co-sponsorships with the 
Canadian Chamber of Com- 
merce, Petro-Canada and 
McDonald’s. These special 
promotional campaigns incor- 
porating commemorative 


postage stamps resulted in 
increased stamp sales, improved 
visibility for the Corporation, 
and the generation of funds for 
non-profit organizations. At 

the same time, large corporate 
customers were able to see 

how stamps can be effective 
marketing vehicles with real 
potential to boost sales. 
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Per cent increase 

(decrease) 1990/91 1989/90 
Revenue by product 
(millions of dollars) 
Letters 2.8% 2,041 1,985 
Publications (Sy) 299 315 
Addressed Admail 8.9% 268 246 
Parcels 10.7% 404 365 
Special services T3960 294 274 
Total addressed 3.8% 3,306 3,185 
Unaddressed Admail 6.7% 187 5 
Total mail 3.9% 3,493 3,360 
Other 11.8% 246 220 
Revenue from postal operations 4.4% Sli oe) 3,580 
Volume by product 
(millions of pieces) 
Letters 0.5% 4,605 4,580 
Publications (3.6%) 590 612 
Addressed Admail 5.9% 1,168 1-103 
Parcels 2.9% 106 103 
Special services 6.1% 87 82 
Total addressed eae 6,556 6,480 
Unaddressed Admail L725 By LO 2,640 
Total mail 5.9% 9,657 9,120 
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National Account Activities 


Canada Post’s National Account Sales depart- 
ment promotes the Corporation’s products 
and services to large national companies and 
organizations. 


Today, National Account Sales is responsible 
for handling 50 of Canada Post’s largest 
customers, covering a spectrum that includes 
manufacturing, retail, financial and govern- 
ment business. Linkages established with 
major customers are managed in each case 
by a sales manager, who is responsible 

for demonstrating how the Corporation’s 
products and services can fulfil the 
customer’s needs. 


Successes in the area include a major national 
courier contract that was signed for messages 
and parcels, and the marketing of the first 
Branded Priority Courier Convenience packs. 
(In fact, this was so successful that the 
company doubled its initial purchase 
commitment.) Another success was the 
development of a national program with the 
provincial governments to improve service to 
the provinces and territories. All programs 
complement the Commercial Sales activities 
throughout nine divisions. 


Co-sponsorships 


Co-sponsorship of CFL football, the Canada 
Games, the Molson Indy, and many other 
high-profile events, enabled the Corporation 
to promote its products and services. 


In 1990/91 the Corporation also launched 
Heritage Minutes. This 13-part series of 
one-minute television spots, produced in 
co-operation with the CRB Foundation, 
depicts special moments in Canadian history. 


And, our sponsorship activities extend to 
support of the Canadian arts. Recipients 
include the performing arts in dance, theatre 
and music, as well as art exhibitions. 


With our new 
Event Media pro- 

duct, partners get 
broad market reach 

at economical cost. 
These upscale booklets 
link advertising 
partners with quality, 
high-profile events. It’s 
a key promotional tool 
for direct marketing. 


Co-sponsorship 
programs are good for 
customers and Canada 
Post. For example 
McDonald's saw the 
marketing value of 
stamps while raising 


funds for charity 


Canada Post was 
one of six major 
sponsors of the 
1991 Canada Games 
in Prince Edward 
Island. An Event 
Media package was 
designed, produced 
and distributed by the 
Corporation to all 
residences in Atlantic 


Canada. 


OUR STANPS 


Definitive Stamps 
Definitives are regularly issued postage stamps 
that remain in continuous use for an unspecified 


period. 


Commemorative Stamps 
Commemoratives are issued in limited editions 
and honour a person, event or place of historic 
significance. They are Canada Post Corporation's 
salute to a proud national history anda rich 
heritage. Usually offered for sale for only six 


months, they are attractive as collectors’ items. 


Miasterpieces of Canadian Art Series 


This year the Corporation introduced the third in a 
series of stamps featuring masterpieces of Canadian 
art. Researched in consultation with prominent 

art scholars, the series will depict a diverse array 

of works from across the country and across 


the decades. 


This work of art is Tom Thomson’s famous painting 
of two red pines struggling against the ravages ofa 
spring storm on a Northern lake. “The West Wind” 
has been called “the spirit of Canada manifest in 


a picture.” 


Commemorative Stamps 


Canadian Forests, 4 x 39¢ 
Sponsored by Petro-Canada, 
these stamps depict four of 
Canada’s forest regions. 
August 7, 1990 


Prehistoric Life in Canada, 

4x 39¢ 

Featuring The Age of Primitive 
Life, these stamps began a 
new series on Prehistoric Life 
in Canada. 

July 12, 1990 


The Second World War - 
1940, 4x 39¢ 

These stamps portray Canada 
in 1940 as it mobilized its 
resources for the conflict. 
November 9, 1990 


Agnes Macphail, 1 x 39¢ 

A noted social reformer and 
the first woman member 

of Canada’s Parliament, she 
appears on a stamp marking 
the centennial of her birth. 
October 9, 1990 


5 Literacy, 1 x 39¢ 
This stamp was issued to com- 
memorate the United Nations 
International Literacy Year. 
September 7, 1990 


Canada Day - The Canadian 
Flag, 1 x 39¢ 

This stamp celebrates the 

25th anniversary of the Maple 
Leaf Flag and was sponsored 
by the Canadian Chamber 

of Commerce. 

June 29, 1990 


Moving the Mail: The story of 
Canada’s Postal System, 2 x 39¢ 
Canada’s first Prestige Stamp 
Booklet contained two stamps 
depicting a mail truck showing 
Canada Post’s new Corporate 
Identity. 

May 3, 1990 
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Christmas — Native Art, 

1x 34¢, 1x 39¢,1x 45¢, 
1x 78¢ 

These four Christmas stamps 
feature works of art by 
Canadian Native Persons. 
October 25, 1990 


Dolls, 4 x 39¢ 

This issue features a selection 
of historical Canadian Dolls. 
June 8, 1990 


Canadian Physicians, 4 x 40¢ 
This set of stamps depict four 


pioneering Canadian physicians, 


Doctors Wilder Penfield, Jennie 
Trout, Frederick Banting and 
Harold Griffith. 

March 15, 1991 


Masterpieces of Canadian Art - 
The West Wind, 1 x 50¢ 

Tom Thomson’s magnificent 
Algonquin Park painting graces 
the third stamp in the 
Masterpieces series. 

May 3, 1990 
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42 Multiculturalism, 1 x 39¢ 


Issued in conjunction with the 
opening of the Jewish Life in 
Canada Exhibition, this stamp 
honours all Canada’s cultural 
and ethnic groups. 

April 5, 1990 


Weather Observing, 1 x 39¢ 
This stamp marks 150 years of 
continuous weather observing 
in Canada. 

September 5, 1990 


Folklore - Legendary Creatures, 
4x 39¢ 

This set of stamps, sponsored 
by McDonald’s, began a new 
Folklore series with four 
Canadian Legendary Creatures. 
October 1, 1990 
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Recognizing the need for good reading and 
writing skills, Canada Post Corporation 
played a major role in supporting the United 
Nations’ International Literacy Year 
activities in 1990. The Corporation developed 
a literacy logo that appeared on stamps 

and special-edition lithographs. This design 
was adopted by literacy groups as Canada’s 
literacy symbol. Canada Post also created 
instructional video cassettes for business and 
community use; sponsored a one-hour tele- 
vision special, the “Flight for Freedom,” 

as well as a number of motivational and 
educational videos on specific literacy issues; 
launched a literacy awareness campaign and 
many other initiatives. 


The Flight for Freedom won the gold award 
in its category at the Houston International 
Film Festival. Over 4,000 films were entered 
into the competition. 

Acting on its commitment in 1990, the 
Corporation directed more than half of its 
contribution funds to organizations directly 
involved in supporting the literacy cause. 

As a responsible corporate citizen, Canada 
Post reinvests in the community by donating 
to many charitable organizations. During 
1990/91, financial and in-kind contributions 
were made to organizations in diverse 
categories such as: education, arts and 
culture, humanitarian efforts and sports. 


Canada Post will continue to assist charitable 
organizations as it works toward improving 
the quality of life in the communities it 
services throughout Canada. 


OUR PEOPLE 


With the continued dedication 
of our full- and part-time 
employees, Canada Post has 
again advanced its ability to 
provide reliable, cost-effective, 
quality postal products and 
services. 


The Corporation introduced the 
Partners for Tomorrow process 
in two divisions and Head 
Office in 1990/91. This multi- 
step process is designed to 
encourage all employees to 
make customer service a 
primary concern. The process 
means encouraging better 
communications within the 
Corporation, listening to (and 
acting upon) the suggestions 
and concerns of employees, and 
recognizing those who help 
Canada Post meet its goals. 


A host of programs have 
been put into place to help 
employees achieve their full 
potential within the Corpora- 
tion. These include skills 
development courses in mail 


Ont, tiretire threat. 
ened postal services 

in her area, field — 
service officer Mary 
Monture took special — 
measures to maintain 
postal delivery. 


almost $50 ulated 1 
~ cancer research - sal iol 
through her 928 km 
“Walk for Life” from 
Thunder Bay, Ont., to 
Briksdale in 1990. 


operations, computer opera- 
tion, and literacy. There will 
also be developmental courses 
that include leadership and 
quality awareness training. 


To recognize and reward 
service excellence, as well as 
good citizenship, the Golden 
and Silver Postmark Awards 
were introduced. These awards, 
given in 10 different categories, 
are presented at gatherings 
hosted by Divisional General 
Managers (in the case of Silver 
Postmarks) and at a recognition 
dinner hosted by the President 
of Canada Post (in the case 

of Golden Postmarks). 


There are numerous programs 
designed to benefit our employ- 
ees, their children, and those 
retired from the Corporation. 
Since its inception in 1989, the 
Employee Scholarship Program, 
for example, has provided 

60 children of employees with 
scholarships of $2,000 each per 
year. The scholarships are made 


excellent attendance 
record, and has never 
received a customer 
complaint. 


available yearly to a selection of 
30 children entering first-year 
university who exhibit a 
combination of academic and 
extra-curricular achievement. 
They are renewable for each 
successive year the child is in 
university. 


The Heritage Club is a highly 
visible program designed for 
long-standing and retired 
employees. With thousands 

of members in 31 chapters 
across the country, the Heritage 
Club conducts a wide range of 
community involvement pro- 
jects. Canada Post sponsors the 
club’s activities. The club mem- 
bers enjoy their ongoing con- 
nection with the Corporation 
and the feeling of fulfillment 
that comes from helping others. 
A prime example is the Santa 
letter-writing program. This 
year, Canada Post employees 
and members of the Heritage 
Club responded to more than 
768,000 letters from children 


product to medium- 
sized businesses. 


carriers. 


across Canada, as well as from 
some outside the country, 
including more than 15,000 
letters from Lithuania. 


Providing a pleasant, safe and 
healthy work environment 

is an important objective of the 
Corporation. To this end, 
Canada Post introduced the 
Ergonomic Systems group 

in 1989 to evaluate the physical 
quality of the workplace. This 
year the Occupational Health 
group offered enhanced Well- 
ness Programs by providing 
information to employees on 
lifestyle and personal well- 
being issues. 


Stated simply, the efforts of 
our employees determine our 
success and we will continue 
to show appreciation for 
their contribution by making 
Canada Post a rewarding and 
responsive workplace. 


- Dobko of Vancouver 
-won the Corporation’ s 


for oe use and cee ie saving the life 
tation of injured letter of an elderly 


customer. 


Publications like the 
Heritage Post intro- 
duce Canadian heritage 
through stamps to the 
next generation of 
customers and collectors. 


Canada Post recognizes the vital contribution made by its employees with the Golden Postmark 
Awards. Throughout this Annual Report, and particularly in this section, we salute 1990/91 
award winners: they have made a special contribution to the success of the Corporation. 
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Marcel Fradet | 
Marcel, and his fellow 
letter carrier, Jocelyn 


Belleau, from Quebec 
Division, have raised 
over $200,000 since 
1988 for the Children’s 
Wish Foundation. 


Réjean Marseille 


In addition to his years 
of courteous, efficient 
service, Montreal 
Division counter clerk 
Réjean Marseille visits 
schools in his area to 
teach students about 
stamp collecting. 


Division, use the 
vacationtodive 
terminally illchildren 
to Disney World. — 


Peter Tong 


A maintenance fore- 
man in Scarborough, 
Ont., Peter Tong fre- 
quently takes the extra 
effort to keep complex 
mail equipment in 
operation. 


Vanesa Jo Woods 


This postmaster at 

Gore Bay, Ont., braved 
hazardous conditions 
during a severe ice 
storm to ensure postal 
service for her Mani- 
toulin Island customers. 


Don Pottie 


Over the years, super- 
intendent Don Pottie 
of Stellarton, N.S., has 
played a major role in 
servicing the Sobeys- 
Empire Group, which 
uses the Corporation’s 
Courier and Admail 
services. 
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University on time. 


Peter Magnan 


When a truck break- 
down threatened mail 
service, this operations 
supervisor rented a 
truck and drove the 
200 km from Dryden 
to Fort Frances, Ont. 


Clarence 
Armbruster 


When an urban con- 
tractor was unable to 
deliver 700 expedited 
parcels in the required 
time, Clarence Arm- 
bruster mobilized local 
managers in Kitchener, 
Ont., to do the job. 


Bonnie Eva 


Edmonton post 
worker Bonnie E 
put a lost Purolat 
envelope into a Pri@y 
Courier envelope ary 
sent it, free of charge, 
to England. 


Margaret 
Jacobson 


This postmaster at 
Edson, Alta., saw 30 
items with insufficient 
postage dropped off for 
delivery. She ensured 
delivery of the mail, 
and had the matter 
investigated. 
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Claude 
Beauchemin 


Claude Beauchemin 
of Sales and Customer 
Service, Montreal, has 
worked hard to con- 
vince Canada Post 
customers to use direct 
monotainers, when 
quantities permit. 


V ver, was se- _ 
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Charlene McLeod 


Charlene McLeod is 

the postmaster, Grand 
Rapids, Man. When 
allowed to return after 
the forest fires in the 
summer of 1989 were 
put out, she worked 
extra hours to sort mail. 


Lloyd Scala 


Scarborough, Ont., 
driver Lloyd Scala 
offered to pay fora 
customer’s Priority 
Courier item himself, 
so that a letter to Japan 
would arrive on time. 


Services. 


A sales manager in 


_ Ottawa, Pierre Nadon 


made the largest 
Special Lettermail 

Envelope saleon __ 
record — to the Depart- 
ment of Supply and 


SOD. oH 
Alain Beauchamp 


A postal clerk in Alma, 
Que., Alain Beau- 
champ discovered an 
unaddressed envelope 
containing a cheque 
and some cash. 

He managed to trace 
the owner and 

return the item. 


André Fournier 


Located in Montreal, 
André Fournier, after 
his day’s work and 

on his own time, 
frequently delivers 
Priority Courier items. 


Brian Thomson 


An employee of the 
Corporation's Infor- 
mation Technology 
department in Ottawa, 
Brian Thomson was 


responsible for the 


implementation of the 
I-Mail Despatching 
System. 


Ade Marcotte 


Aiter battling forest 
fires that threatened 
her home and northern 
Manitoba community, 
Ade Marcotte put in 

a full day’s work — 

as usual. 


Ross Scott 


A delivery service 
specialist from London, 
Ont., Ross Scott retired 
Jan. 31, 1990, witha 
perfect attendance 
record after 41 years 

of service. 


Randy Graham 


A major account 
executive in 
Vancouver, Randy 
Graham was respon- 
sible for a 400,000- 
piece volume increase 
in parcel business. 


John Henry 


The postmaster of 
Norway House, Man., 
John Henry was 
evacuated to Gimli, 
Man., during the forest 
fires in the summer of 
1989. There, he opened 
a provisional post office. 
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Head Office 


Confederation Heights 
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1010 Howe Street 

P.O. Box 2110 
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British Columbia V6B 4Z3 
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(613) 734-7143 
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OUR FINANCIAL PERFORMANCE 
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Overview 


Consolidated net income for 1990/91 was $14 million compared to the target of 
$48 million and actual net income of $149 million in 1989/90. Income from postal 
operations was $75 million compared to the target of $84 million and the previous 
year’s performance of $107 million. 


These results were achieved in the midst of a recessionary environment which caused a 
$60 million shortfall in anticipated revenue growth. Constraint programs were intro- 
duced in addition to the already planned consolidation activities to contain the shortfall 
in the income from postal operations to only $9 million. Anticipated real estate gains 

of $50 million did not materialize. However, the shortfall in net income was partially 
mitigated by the management of interest income and restructuring costs. 


The economic slowdown created an additional hurdle for the Corporation in maintaining 
progress towards its targeted operating margin of six per cent of revenue and return on 
equity of 13.5 per cent within five years. The operating margin of two per cent for 1990/91 
compares with the previous year’s performance of three per cent. The reduced return on 
equity at one per cent is over two percentage points lower than forecast for 1990/91. 
However, management is confident that the five-year targets are achievable. 


Cash flow from operations as well as management of working capital anda constrained 
investment program contributed to the preservation of the Corporation’s cash position 
throughout the year. The current ratio of 0.7 is within the Corporation’s targeted range of 
0.5 to 0.7. The investment program of $278 million was largely funded from cash from 
operating activities, with the exception of the financing of the construction of the new 
Hamilton plant, which was accomplished through a bond issue of $55 million. 


The Board of Directors declared a dividend of 40 per cent of net income, amounting to 
$5.7 million, payable to the Shareholder, the Government of Canada on June 28, 1991. 


During the year, Canada Post Systems Management Limited was incorporated as a wholly 
owned subsidiary for the purpose of marketing postal systems technology to foreign 
postal administrations. 


Revenue From Postal Operations 


Revenue from postal operations increased $159 million to $3,739 million. This growth 
of four per cent was lower than planned and was directly attributable to the economic 
downturn experienced during the latter half of the year, which required substantial 
marketing initiatives to maintain sales volume growth. 


Ina difficult economy, commercial postage revenue generated growth of $100 million or 
four per cent, reflecting the aggressive marketing of products and services at competitive 
commercial rates to the Canadian business community. 


Retail business was also severely affected by the adverse economic conditions, yet retail 
revenue grew by four per cent or $33 million. The Corporation continued the expansion 
of its retail network and introduced new marketing techniques in an effort to increase 
visibility and make products more accessible and convenient to customers. 


Growth in other revenue from postal operations of $26 million was primarily attributable 
to increased international activity, particularly the processing and delivery of inbound 
volumes from the U.S. 


_ Cost of Postal Operations 


The cost of postal operations increased by $191 million to $3,664 million. This growth 

of five per cent was managed down from the planned increase of seven per cent. Rigorous 
constraint programs were introduced to control operating costs in the midst of the 
business recession. 


~ Growth in labour costs was contained to less than inflation in spite of the six per cent 
growth in mail volume. Management continued to consolidate processing and 


administrative activities while maintaining or improving service performance. These and 


- other efficiency initiatives produced a two per cent reduction in actual labour usage which 


helped to offset inflationary pressures. In addition to wage rates, employee benefits costs 
rose substantially due to the increased cost of statutory and other government plans such 
as unemployment insurance, health care and workers’ compensation. 


Other operating, retail and administrative cost increases were contained through price 
resistance and efficiency objectives designed to offset the impact of the volume increase 
and inflationary cost pressures. Depreciation and amortization continued to increase as a 
result of the Corporation’s ongoing investment in asset modernization.and expansion of 


services and products. 


Other Income and Expense 


Other income amounted to $46 million. Management of cash flow from operating 
activities, a constrained investment program and high interest rates generated $41 million 
of interest income, $12 million higher than anticipated. 


Other expenses were managed down to $106 million from.$134 million the previous 
year asthe Corporation’s investment in restructuring activities was deferred in response 
to short-term economic conditions. Expenditures were primarily made to support the 


-consolidation of processing and administrative operations. 


Capital Investment 


Assessment of the worsening economic conditions caused management to reduce the level 
of capital investment activity to $278 million. The resulting mix of investment was focused 
primarily on initiatives which supported customer services and products. 


The major investment during the year was the construction and fitting up of the Hamilton 
mail processing plant which opened in November, 1990. It allowed the consolidation of 


_mail processing from a number of surrounding sites. The Corporation also continued to 


introduce new generation letter sorting equipment with improved capacity into other 


~ processing facilities. 


Additional expenditures for community mailboxes, miniparks and kiosks were required to 
service new points of delivery. Centralized mail redirection offices were opened to support 


_ improved mail processing. 


Investment continued in the reconfiguration of the retail network and new point of sale 
technology. Trace mail products were implemented in the first half of the year. 


= 


CONSOLIDATED STATEMENT OF 
INCOME AND RETAINED EARNINGS 


aa cea 


Year ended March 31 (in thousands of dollars) 1991 1990 
Revenue from postal operations $ 3,739,206 $ 3,579,843 
Cost of postal operations ae 3,664,433 3,473,258 
Income from postal operations 74,773 — 106,585 
Other income 2 
Gain on disposal of fixed assets 5,073 118,267 
Interest . 40,928 57,983 
46,001 176,250 
Other expense 
Restructuring costs (note 4) ~ 97,463 126,119 
Interest 8,969 — FIt6 
106,432 134,035 
Net income 14,342 - 148,800 
Retained earnings w 
(Accumulated deficit) : 
Beginning of year 134,924 (13,876) 
Dividend (59,520) =- ~ 
End of year ; $ 89,746 $ 134,924 


The accompanying notes are an integral part of these financial statements. 


CONSOLIDATED STATENVENT OF 
CHANGES IN FINANCIAL POSITION 


——_ COS 


Year ended March 31 (in thousands of dollars) 1991 = 1990 


Cash provided by (used for) ae 


Operating activities 
Netincome ~ ; BG a 542 $ 148,800 
Items not requiring cash < 
Depreciation — 141,352 111,453 
Accrued employee termination benefits 42,904 22,441 
Amortization of deferred development costs 7,206 - 
Gain on disposal of fixed assets ; 25,073) (118,267) 
eee z SO 731 ene 64,097 
Change in non-cash working capital items 97,109 (125,504) 
Employee termination benefit payments ; (33,989) (27,741) 
: 263,851 10,852 
Dividend ears, - (59,520) 2 
Financing activities : 
Long-term debt ~ 55,000 - 
Investment activities - : 
Acquisition of fixed assets (268,628) (319,861) 
Increase in segregated cash and investments (39,967) (40,688) 
Proceeds on disposal of fixed assets 13,395 147,916 © 
Deferred development.costs (9,661) (44,023) 
ae . (304,861) (256,656) 
Decrease in cash and short-term investments (45,530) (245,804) 
Cash and short-term investments at beginning of year 378,796 624,600 
Cash and short-term investments at end of year $ 333,266 $ 378,796 


The accompanying notes are an integral part of these financial statements. 


CONSOLIDATED BALANCE SHEET 


March 31 (in thousands of dollars) 1991 1990 
Assets 
Current assets 
Cash and short-term investments $333,266 $ 378,796 
Accounts receivable 141,994 118,369 
Prepaid expenses - 71,184 56,479 
; 546,444 553,644 
Fixed assets (note 5) 1,947,288 1,828,334 
Other assets 
Segregated cash and investments (note 6) 121,749 81,782 
Deferred development costs 46,478. 44,023 
Collection of postal memorabilia (note 7) ] 1 
168,228 125,806 
$ 2,661,960 $2,507,784 
EEE 
Liabilities and Equity of Canada 
Current liabilities 
Accounts payable and accrued liabilities $ 1313/59) $ 242,984 
Salaries and benefits 200,316 136,877 
Deferred revenues 176,602 177,143 
Outstanding money orders 48,826 47,192 
739,635 604,196 
Long-term debt (note 8) . 135,000 80,000 
Employee termination benefits 342,407 333,492 
Equity of Canada 
Contributed capital (note 9) ha 55 72 13355,172 
Retained earnings 89,746 134,924 
1,444,918 1,490,096 
$2,661,960 $2,507,784 


The accompanying notes are an integral part of these financial statements. 


Approved by the Board: 


Re ee ee 


Chairman of the Board Chairman of the Audit Committee 


NOTES TO CONSOLIDATED 
FINANCIAL STATENENTS 


(Mareh Bal jh 9 91) 


1. Incorporation 


The Corporation was established by the Canada Post Corporation Act to operate a postal 
service on a self-sustaining financial basis while providing a standard of service that will 
meet the needs of the people of Canada. The Corporation is a Crown corporation included 
in Part Il of Schedule II to the Financial Administration Act and is an anents of Her Majesty. 
The Corporation is exempt from income taxes. 


2. Rate Regulation — 


The Canada Post Corporation Act provides that the Corporation may make regulations 
prescribing rates of postage that are fair and reasonable so as to provide revenue together 
with any revenue from other sources, sufficient to defray the costs incurred by the 
Corporation in the conduct of its operations. The Corporation is required to publish 

each proposed regulation for interested persons to make representations to the Minister 


“responsible for the Corporation, who thereafter submits the regulation to the Governor 


in Council for consideration and subsequent approval or refusal. 


3. Significant Accounting Policies 
These consolidated financial statements have been prepared in accordance with generally 


accepted accounting principles. A summary of the significant accounting policies of the 
Corporation follows: 


(a) Consolidation 

The consolidated financial statements of the Corporation include the accounts of Canada 
Post Corporation and its wholly-owned subsidiary, Canada Post Systems Management 
Limited. 


(b) Fixed assets and depreciation | 
Land, buildings and equipment transferred from the Government of Canada on 
incorporation were recorded at their fair value at that date, determined as follows: 


Land > market value based on existing use 
Buildings : __P depreciated replacement cost 

Plant equipment, vehicles sales > depreciated replacement cost or original 
counter, office furniture and cost less estimated depreciation 


equipment, and other equipment 3 


The market value of land.and the depreciated replacement cost of buildings transferred by 
the Government of Canada were determined by independent appraisals. Acquisitions 
subsequent to incorporation are recorded at cost. 


Depreciation is provided on the straight-line basis over the estimated useful lives of the 


following assets: 
Buildings a 30 and 40 years 
Plant equipment : = 4 to 30 years 
Vehicles (other than passenger and light duty commercial) 6 to 10 years 
Sales counter and office furniture and equipment 5 to 20 years 
Other equipment 5 to 15 years 


Depreciation is provided on the diminishing balance basis at an annual rate of 30 per cent 
for all passenger and light duty commercial vehicles. 


; 2 = 
(c) Employee termination benefits 7 
Employees of the Corporation are entitled to specified termination benefits, calculated at 


salary levels in effect at the time of termination, as provided under collective agreements 
and conditions of employment. 


The present value of the projected costs of unpaid employee termination benefits, as 
determined by actuarial valuation, is recorded in the accounts as a long-term liability. 


Such benefits accruing to employees, as well as gains and losses arising from actuarial 
valuation, are included in current operations. 


(d) Revenue recognition : 
Amounts received for which services have not been rendered prior to the end of the 


year are deferred. 


(e) Pension plan 
Employees of the Corporation are covered by the Public Service Superannuation Plan 
administered by the Government of Canada. Under present legislation, contributions 
made by the Corporation to the Plan are limited to an amount equal to the employees’ 
contributions on account of current service. These contributions, which amounted to 
$96,052,000 (1990 - $97,006,000), represent the total pension obligations of the 
Corporation and are included in current operations. The Corporation is not required 
under present legislation to make contributions with respect to actuarial deficiencies of 
the Public Service Superannuation Account and/or with respect to charges to the 
Consolidated Revenue Fund for indexation payments under the Supplementary 
Retirement Benefits Act. 


(f) Deferred development costs 

Costs incurred in the development of new mail products and the retail postal network are 
deferred. These costs are amortized on the straight-line basis over the expected period of 
economic benefit. 


(g) Foreign currency translation 

Revenues and expenses relating to transactions with foreign postal administrations are 
translated into Canadian dollars at the exchange rates at the time of transaction. Amounts 
due to or from foreign postal administrations at the balance sheet date are translated at 
the then prevailing exchange rates. Gains or losses arising from translation of foreign 
currencies are included in current operations. 


4, Restructuring Costs 


The Corporation is currently undertaking a multi-year program of significant initiatives to 
establish a more efficient and effective postal system. Individual initiatives are approved on 
an ongoing basis. Costs include the development and implementation of management and 
operating systems as well as the realignment of resources, 


5. Fixed Assets 


(in thousands of dollars) 1991 1990 
Costor Accumulated 

fairvalue depreciation Net Net 

Land $- 216,344 $ - $< 276,344 $4214, 742 

Buildings 1,191,072 348,255 842,817 822,695 

Plant equipment 681,894 254,459 427,435 345,196 

Vehicles 112,619 67,525 45,296 60,308 
Sales counter and 

office furniture 

and equipment 317,600 85,884 231,716 223,021 

Other equipment 233,152 49,472 183,680 162,372 

$ 2,752,681 $ 805,393 $ 1,947,288 $ 1,828,334 
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6. Segregated Cash and Investments 


The Corporation has segregated certain cash and investments, recorded at cost, for the 
purpose only of managing cash flows relating to the employee termination benefits 


"liability. 


7. Collection of Postal Memorabilia 


The Corporation has an agreement with both the National Archives of Canada and the 
Canadian Museum of Civilization to operate, administer and maintain a Canadian Postal 
Archives and a National Postal Museum, respectively, containing philatelic material, 
postal artifacts, a postal library and exhibits that trace the history of the mail and other 
memorabilia. Since these collections, exhibits and books are not for resale and are of 
undetermined value, they have been recorded at a nominal amount of $1,000. 


8. Long-Term Debt 


(a) Long-term loan - Government of Canada © 

In 1988, the Corporation entered into a 10-year $80 million loan with the Government 
of Canada. Interest is payable semi-annually at the rate of 9.705 per cent per annum, and 
the principal becomes due and payable on April 27, 1998. 


(b) Long-term bonds 
On March ¥5, 1991, the Corporation issued for cash, $55 million of non-redeemable bonds 


maturing in March 2016. Interest is payable semi-annually at the rate of 10.35 per cent 
per annum. 


Interest expense on long-term debt was $8,029,000 (1990 — $7,764,000). 


9. Contributed Capital Adjustment 


In prior years, the Corporation was permitted by the rate regulator to recover certain costs 
from future postal users. On April 1, 1989, the Governor in Council, as rate regulator, 
authorized the elimination of the accumulated unamortized balances of these costs, in the 
amount of $588,253,000, against contributed capital. 


10. Contingent Liabilities _ 


(a) With respect to a complaint filed with the Canadian Human Rights Commission, 
alleging discrimination by the Corporation concerning work of equal value, the 
Commission’s investigation is continuing and the outcome is not currently determinable. 
Settlement, if any, arising from resolution of this matter will be recovered in future postal 
rates (as determined in accordance with the Canada Post poe Act) and/or from 
the Government of Canada. 


(b) Employees are permitted to accumulate unused sick leave. However, such leave 
entitlements do not vest and can be used only in the event of illness. The amount of 
accumulated sick leave entitlements which will become payable in future years cannot 
reasonably be determined. Payments of sick leave benefits are iieidcas in current 
operations. 


earner eee ee ree ee LK 


11. Lease Commitments 

The Corporation occupies certain facilities under operating leases which expire at various 
dates between 1992 and 2027. The Corporation’s future minimum rental payments 
required under operating leases that have terms in excess of one year, are as follows: 


(in thousands of dollars) 


———— 


1992 $ 547350 
1993 AS 39 
1994 34,856 
1995 At, 23,533 
1996 : 16,720- 
1997 to 2027 a3 40,453 

$ 213,134 


eS 
12. Related Party Transactions 


The Corporation had the following transactions with related parties in addition to those 
disclosed elsewhere in these consolidated financial statements. 


(a) Payments on behalf of postal users 

Where Government policy requires the Corporation to provide services at rates less than 
cost, to the publications industry, and for Government free mail, literature for the blind 
and Northern air stage services, the Government of Canada compensates the Corporation 
for foregone postage revenue from those sources. Payments received, amounting to 
$203,593,000 (1990 - $239,593,000), are included in revenue from postal operations. 


(b) Property management 

The Corporation has incurred net operating costs of $206,080,000 (1990 — $191,706 000) 
in respect of a property management arrangement with the Department of Public Works 
to manage substantially all the Corporation’s real property. In addition, capital 
expenditures amounted to $11,982,000 (1990 — $29,787,000). 


(c) Interest 
The Corporation earned interest in the amount of $1, 740, 000 (1990 — $1,769,000) on its 
balance in the Consolidated Revenue Fund of the Government of Canada. 


(d) Other 

In the normal course of business, the Corporation enters into various other transactions 
with the Government of Canada, its agencies and other Crown corporations. These include 
the provision of postal services and the purchase of air and rail transportation. 


As aresult of all the above transactions, the amounts due from and to these parties are 
$14,459,000 (1990 — $10,696,000) and $147,100,000 (1990 — $82,437,000) respectively. 


13. Subsequent Event 


On May 24, 1991, the Board of Directors declared a dividend payable on June 28, 1991 
to the Shareholder, the Government of Canada in the amount of 40 per cent of net income 
with respect to the fiscal year ended March 31, 1991. This amounted to $5,737,000. 


MANAGEMENT'S RESPONSIBILITY 
~ FOR FINANCIAL REPORTING 


Management and the Board of Directors are responsible for the consolidated financial 
statements and all other information presented in this annual report in accordance with 
the Financial Administration Act and regulations. The consolidated financial statements 
have been prepared by management in accordance with generally accepted accounting 
principles and, where appropriate, include amounts based on management's estimates 
and judgement. : 


Management has developed and maintains books of account, records, financial and 
management control, and information systems and management practices. These are 
designed to provide reasonable assurance as to the reliability of financial information in 
accordance with the Financial Administration Act and regulations as well as the Canada 
Post Corporation Act and by-laws of the Corporation. Internal audits are conducted to 
assess these systems and practices. 


The Board of Directors ensures that management fulfils its responsibilities for financial 
reporting and internal control through the Audit Committee, which is composed of six 
directors who are not employees of the Corporation. The Audit Committee meets 
quarterly to oversee the internal audit activities of the Corporation, and at least annually 
to review and advise the Board of Directors with respect to the consolidated financial 
statements and the auditors’ annual report. 


The Corporation’s external auditors, the Auditor General of Canada and Arthur 
Andersen & Co., examine the consolidated financial statements and report to the Audit 
Committee as well as the Minister responsible for Canada Post Corporation. 


> 


AUDITORS' REPORT 


To the Minister responsible for Canada Post Corporation: 


We have audited the consolidated balance sheet of Canada Post Corporation as at 

March 31, 1991, and the consolidated statements of income and retained earnings and 
changes in financial position for the year then ended (pages 26 to 32). These financial 
statements are the responsibility of the Corporation’s management. Our responsibility is to 
express an opinion on these financial statements based on our audit. 


We conducted our audit in accordance with generally accepted auditing standards. Those 
standards require that we plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free of material misstatement. An audit includes 
examining, ona test basis, evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the accounting principles used and ~ 
significant estimates made by management, as well as evaluating the overall financial 


statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material 
respects, the financial position of the Corporation as at March 31, 1991, and the results 
of its operations and the changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As required by the Financial 
Administration Act, we report that, in our opinion, these principles have been applied . 
on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation that have come to our notice 
during our examination of the consolidated financial statements have, in all significant 
respects, been in accordance with Part X of the Financial Administration Act and 
regulations, the Canada Post Corporation Act and the by-laws of the Corporation. 


CMitiier C/A pclerion il G. ae Se ae. 


Arthur Andersen & Co. L. Denis Desautels, F.C.A. 
Chartered Accountants Auditor General of Canada 


Ottawa, Canada 
May 24, 1991 


FiveE YEAR REWIE WW! 


Re TES 
oe siemraeiieredte. ~ 1990/91 1989/90 1988/89 1987/88 1986/87 
- Operations ~ 
Revenue from postal operations 3,739 3,580 3,411 37139 2,970 
Cost of postal operations 3,664 3,473 3,343 3,169 3,095 
Income (loss) from postal. operations 75 107 98 (30) (125) 
Per cent of revenue from postal operations 2.0% 3.0% 2.9% (1.0%) (4.2%) 
Other income (expense) : (61) 42 (2) (8) (4) 
Net income* — 14 149. 96 (38) (129) 
Return on equity 1.0% 10.5% 5.9% ~_ = 


Balance Sheet 


Assets 2 + 
Current 547 554 742 706 787 
Fixed r 1,947 1,828 1,650. 1,528 1,501 
Other 2 by’ 168 126° 342 392 387 


a eo 2,662 2,508 2,734 2,626 2,675 


Liabilities and equity of Canada 


Current 740 604 672 622 690 
Long-term debt ~ oe 135 80 80 - - 
Employee termination benefits 342 334 339 392 387 


Equity of Canada 1,445 1,490 1,643 1,612 17398 
= : 2,662 2,508 2,734 2,626 2,67) 


Fixed Asset Acquisitions 


Land and buildings 76 De 60 4l 42 
Operating equipment : 156 at 66 60 42 
Office and other equipment 37 150 118 20 31 

Wi 2 269 320; 244 121 115 


Extraordinary Restructuring 
Costs : - - 124 190 39 


* Net income for 1988/89 and prior is after amortization of extraordinary restructuring costs. 
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1990/91 1989/90 1988/89 1987/88 1986/87 


- Operating Dimensions 


_ Revenue from postal operations by product 


(millions of dollars) 


Letters 2,041 1,985 1,895 1,762 1,648 
Publications 299 B15 315 306 298 
Addressed Admail 2 268 246 218 183 129 
Parcels 404 365 324 296 301 
Special services 294 274 Zor 238 227 
Totaladdressed 3,306 3,185 3,003 2,785 2,603 
Unaddressed Admail 187 175 165 139 151 
Total mail 3,493 3,360 3,168 2,924 2,754 
Other 246 220 243 215 216 
Revenue from postal operations 3,739 3,580 3,411 3159 2,970 
Per cent increase 44% 5.0% 8.7% Si hols had Ge 
Volume by product 
(millions of pieces) 
Letters 4,605 4,580 4,47] 4,370 4,362 
Publications 590 612 580 590 594 
Addressed Admail 1,168 1,103 1,017 889 7Al 
Parcels 106 103 90 93 103 
Special services 87 82 62 60 59 
Total addressed 6,556 6,480 6,220 6,002 5,859 
Unaddressed Admail 3,101 2,640 2,048 1,809 2/079: 
Total mail 9,657 9120 8,268 7,811 7,938 
Per cent increase (decrease) 5.9% 10.3% 5:9% (1.6%) 3.1% 
Employment-operations 
Millions of hours paid 124.6 127.54 128.2 128.1 126.4 
Per cent increase (decrease) (2.3%) (0.5%) 0.1% 1.3% (1.3%) 
Employee strength . 
(at year-end) 
Full-time 46,967 507522, 25193 53,093 52,760 
Part-time 10,114 9,802 8,945 9,089 8,880 
Total 57,081 60,324 61,138 62,182 61,640 
Per cent increase (decrease) (5.4% ) (1.3%) (1.7%) 0.9% 0.4% 
Operating Performance 
Efficiency indicators 
Pieces of mail processed per hour paid 315.4 297.4 283.7 266.3 255.5 
Per cent increase 6.1% 4.8% 6.5% 4.2% 32% 
Letter carrier points of call per hour paid 49.9 48.3 47.5 47.1 46.6 
Per cent increase 3.3% 1.7% 0.8% 1.1% 2.6% 
Work stoppages 
Thousands of hours lost 0.2 2.8 294337) Vj394A 9.4 
Revenue from postal operations 

per piece (cents) 38.7 323 41.3 40.2 37.4 
Cost of postal operations 

per piece (cents) 31,9 38.1 40.1 40.6 39.0 
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Revenue from 
Postal Operations 


Billions of dollars 


Net Income (loss) 
(88/89 and prior — Income from 
operations after amortization of 
extraordinary restructuring costs) 
Millions of dollars 
Canada Post Corpo- 
ration processed 

10 billion pieces of 


mail in 1991/92, an 


increase of 300 million 
pieces over the 
previous year. 


Revenue from postal 
operations reached 
$3.8 billion in 
1991/92, an increase 


of $100 million over 
1990/91. 
\ Consolidated net 
we & AY &y Gy loss for 1991/92 was 
Sf SF S797 9 $128 million. 
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Our tenth anniversary as a commercial corpo- 
ration was a mixture of progress and chal- 
lenges. We achieved new milestones in the 
areas of customer service and productivity 
gains. However, the company’s financial 
results were less than expected because of a 
major labour disruption and a weaker-than- 


expected economy. 


Looking back over this first decade, Canada 
Post Corporation is encouraged with the pro- 
eress that has been made. We have changed 
the corporate culture from that of a govern- 
ment department to a service-oriented 
corporation. We have restored reliability and 


enhanced access for our customers. And we 


have funded a major investment program 


aimed not only at improving customer 


service today, but at building the modern 


postal system of tomorrow. 


In changing our corporate culture we have 
established new world-class standards for ser- 
vice and operational performance. Our delivery 
performance is now audited to those standards. 
Our objectives on financial return are set in 
relation to comparable businesses. And we have 
maintained our thrust toward opening more 
franchised postal outlets with the locations and 
longer hours of service demanded by our 
customers. We achieved three years of profit- 


ability after 30 years of deficits and losses. 


Unfortunately, a loss of $128 million was 
recorded in 1991/92. The Corporation fully 


expects to be profitable in 1992/93. 


d Chairman of tl 


Roger Beaulieu 
President and ( 
Executive Offic 
Donald H. Lan 


We have developed new products to meet 
the demands of the marketplace. And in 
1991/92, Ernst & Young reported that the 
Corporation reached an all-time high of 
98 per cent on-time delivery in the final 
quarter in each of our two-, three-, and 
four-business-day standards for Lettermail. 
This compares with the independent 
auditor’s first published results in 1987/88 


averaging less than 85 per cent. 


Investments in mail processing equipment, 
in information systems and in process 
costing have led to major improvements in 


productivity. 


In our first decade of operation we have 
established our financial viability by striking 
a balanced approach to performance 
improvement. Since 1982/83, our first full 
year of incorporation, volumes grew by 
more than 50 per cent to 10 billion pieces. 
Mail processing efficiency rose by some 

50 per cent and letter carrier efficiency by 
nearly 25 per cent. These actions allowed 
the Corporation to hold basic letter rate 
increases to two-thirds the rate of inflation. 
Today, the price of a basic letter in Canada, 
the second largest country in the world, is 
the second lowest among major western 
industrial countries in terms of the time it 
takes an average worker to earn the price 


of a stamp. 


Roger L. Beaulieu 


Chairman of the Board 
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‘There were two milestones in our drive to 


respond to the globalization of our marketplace. 


An agreement was signed between Canada 
Post and four European postal administrations 
to enter into an international joint venture 
with Australia~based TNT Ltd., a major global 
transportation company. The new venture, 
GD Express Worldwide, allows Canada Post 
to provide customers with time-certain 

courier and express parcel products to virtually 


every country in the world. 


Canada Post Systems Management Ltd., a 
wholly-owned subsidiary, completed joint 
marketing agreements with several private 
sector companies to sell technology developed 
for Canada Post Corporation to other postal 
administrations. The company has provided 
assistance to postal administrations in New 
Zealand, Mexico, Central and South America 


and Europe. 


Temporary financial setbacks in 1991/92 
have not deterred our commitment to 
service improvements, investments, product 
development and productivity enhancement 


crucial to building a successful corporation. 


Customer service has been the key to our 
progress in the last 10 years. And it will remain 
the key to our progress in our second decade, 


leading us into the 21st century. 


S91 


Donald H. Lander 
President and Chief Executive Officer 
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Mail Operations, which encompasses the 
collection, processing, transportation and 
delivery of the billions of messages, docu- 
ments and packages handled by the Corpo- 
ration yearly, is central to Canada Post’s 
commitment to provide quality service to its 
customers. In 1991/92, each phase of these 
operations saw new technology and processes 
implemented to increase productivity, 
improve cost effectiveness, and ultimately 


enhance customer service. 


Canada Post’s new Hamilton/Stoney Creek 
mail processing plant, brought fully into 
operation in 1991/92, features the latest 
generation of Multi-line Optical Character 
Readers (MLOCRs) and on-line Video 
Encoders, in a state-of-the-art processing 
facility. An energy monitoring and control 
system allows an operator to accurately 
control humidity and temperature 
throughout the plant to minimize energy 
consumption, optimize operation of 
processing equipment, and enhance 


the working environment. 


In 1991/92 the number of MLOCRs 
increased from 31 to 44 country- 
wide, and upgrade of the tech- 
nology is continuing. MLOCRs 
have the capability to read civic 
addresses as well as postal codes, 


to handle 32,500 pieces of mail per hour 


Products 


and Services 


with greater accuracy and to encompass the 


new Video Encoding System. 


With this new system, video images of 
addresses that cannot be read by the MLOCR 
are captured by a computer for recall on a 
video screen. The operator properly encodes 
the letter and it is returned to the mail sorting 
process. The Video Encoding System means 


faster, more reliable mail handling. 


Also introduced this past fiscal year were Local 


Area Networks interconnecting all MLOCRs 
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within a plant and to the Corporation’s 
Postpac Network. Sortation plans can be com- 
municated from the plants to head office and 


reports can be produced in less than one hour. 


The PERFORM Program is a continuing 
capital program aimed at improving standards, 
systems, equipment and operations in order to 
reduce operating costs. The Ergolift device 
and the Volume Data and In Process 

Control System are two examples of projects 
within the program. The Ergolift device for 
emptying heavy monotainers has increased 
productivity and made mail handling speedier, 
while reducing the danger of back injuries 

for employees. The new Volume Data and 

In Process Control System allows effective, 
computer-controlled tracking of mail 


volumes on a real-time basis. 


The transportation and delivery operations 
require close monitoring and control to meet 


the Corporation’s delivery commitments. 


New proce. 

and technol« 
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meeting del 
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Daily computer reports provide key informa- 
tion about every truck load of mail trans- 
ported. This information permits loads to be 
optimized and routes altered to meet special 
circumstances. A newly-introduced computer 
system is also used to better control air 


shipments. ‘These processes are enhanced by 


transportation — to meet the postal needs of 


Northern residents and businesses. 


The establishment of service targets for the 
Northern region was begun in 1991/92. This 
was the result of recommendations from the 


nine-member Northern Services Customer 


extensive ramp and dock coverage. Dedicated Council. In addition, Canada Post has con- 


Canada Post personnel ensure that the mail is sulted with numerous band and municipal 
moved quickly and efficiently on the truck councils to form partnerships, whereby postal 
loading docks and aircraft loading ramps. facilities run by native peoples are set up and 

operated with support from the Corporation. 
Canada Post serves the country’s remotest 

regions, including the Far North, as well as Another Northern innovation project, sup- 
its major urban centres. ‘The Corporation’s ported by the Yukon government, has resulted 
Northern Services Division works against in cost- and time-sharing arrangements 


the odds — harsh weather conditions; small, between the Corporation and a major bank. 


scattered settlements; and unpredictable One employee in each location works half a 
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day for the bank and half a day for Canada 
Post, all in the one facility. Northern residents 
get two vital services, and costs of operation 


are greatly reduced. 


Technology 


The use of innovative technologies is 
sometimes obvious when applied to 
postal products, as in the case of 

bar codes which can be seen on 

the outside of envelopes. But, 


Canada Post’s Information 


Technology and Strategic Development 
group has also developed many computer 
communications and information systems that 
improve management and operational 
abilities, and customer service. The Delivery 
Needs Accuracy program, for example, 
provides the tools necessary for Large Volume 
Mailers to not only effectively manage their 
address data bases, but also to improve the 
processing and delivery of their mailings. The 
program comprises several addressing 
elements, including: Addressing Standards, 
Address Accuracy, Software Evaluation 
& Recognition, and National Change 
of Address. 


A new Canadian Addressing Standard has 
now been established to provide Canadians 
with a simple format that processing equip- 
ment can readily recognize and sort. Accurate 
addresses greatly reduce production and 


handling costs. 


The Software Evaluation and Recognition 


Program recognizes third party software that 


enables Large Volume Mailers to verify that 
the addresses in their data bases are valid and 
accurate. A list of recognized software pack- 
ages which accomplish this is published 


quarterly. 


Also established in the past fiscal year was 

a telecommunications management network 
that permits cross-Canada identification of 
system problems within Canada Post’s exten- 
sive computer network, right down to an 
individual personal computer. Repairs can 
now be carried out quickly and cost 


effectively. 


Canada Post Systems 
Management Limited 


Canada Post Systems Management Limited, 
a wholly-owned subsidiary of Canada Post 
Corporation, markets Canada Post tech- 


nologies and expertise to postal administra- 


tions around the world. The company markets 


such systems as Track and Trace, Trace Mail, 
International Inbound and Outbound Mail, and 
Service Identification, as well as performing 
consultancy services for other postal adminis- 
trations. The consultancy services encompass 
operational reviews, advice on letter carrier 
route optimization, and engineering studies 


on mechanization. 


e 


Canada Post’s operational 


systems place the Corporation 
in the vanguard of world 


postal administrations. 


Canada Post 
Systems Manage- 
ment Limited 
markets the 
Corporation’s 
postal technologies 
and expertise 
worldwide. 
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Canada Post Systems Management Limited 
has provided assistance to postal administra- 
tions in New Zealand, Mexico, Central and 
South America, and Europe. The company 
has entered into marketing, teaming and 
licensing agreements with some of the world’s 
largest technology companies in order to 


extend its global reach. 


Meeting Customer Needs 


The Commercial Sales and National 
Accounts sales force works to accommodate 
the special requirements of the Corporation’s 


business customers. 


Canada Post works in close conjunction with 
the country’s large and medium mailers to 
ensure the best, most responsive service. 


National Accounts serves the needs of the 


> > S22 


Corporation’s major commercial and 
government customers, ensuring that their 


special requirements are met. 


Retail Operations 

The Retail organization underwent signifi- 
cant change in 1991/92, completing its tran- 
sition to the territory management concept. 
More than 350 Area Managers and Represen- 
tatives received training focusing on their 
new responsibilities, with emphasis on 
customer service, sales and operating methods. 
The Lead Hand concept was introduced, 
which saw 1,350 retail clerks trained to handle 
business and administrative responsibilities 


at our corporate-operated outlets. 


The Corporation continues to modernize 

and expand its retail network, to meet the 
needs of our customers. Full service outlets 
operated by the private sector continue to 
expand to provide improved accessibility 

and hours of service. Canada Post continually 
reviews its retail network and makes adjust- 
ments where necessary. Some postal outlets 
have been converted to Commercial Service 
Centres to meet the special needs of small- and 


medium-size commercial postal customers. 


Customer Service 


Canada Post maintains a network of facilities 
which provide a range of services to respond 
to customer needs and service enquiries. ‘The 
Corporation has telephone centres to relay 
information on postal codes, rates, and postal 
outlet locations, or to handle claims and 
enquiries. That process has been streamlined 


for greater customer convenience in the 


Our operational advancements result 


in increased productivity, improved 


cost effectiveness, and ultimately 


enhanced customer service. 


past fiscal year. Fully bilingual customer ser- 
vice can also be accessed by a 1-800 number, 
and is equipped to handle the special needs 


of hearing-impaired customers. 


In addition, the Customer Service depart- 
ment handles corporate correspondence and 
operates a Trace Mail Service Centre so 
customers can trace delivery of their mail by 
telephone. It also maintains a centre to deal 
with community mailbox issues. In 1990/91, 
Canada Post became a member of the Better 
Business Bureau. Located across Canada, 
the Bureaus provide an impartial mediator 
role in seeking resolution of problems 


between the Corporation and its customers. 


In addition, the Corporation has Postal 
Service Customer Councils in each division 
across the country. The Councils represent 
customer groups on matters of policy, postal 


service and other business concerns. 


Products 


Lettermail 

Canada Post achieved an on-time delivery 
performance for Lettermail of 98 per cent 

for the quarter ended March 1992. This 
demonstrated an ability to offer reliable basic 
letter service, which is an economical, conve- 
nient alternative to delivery options such 

as faxes and electronic funds transfer. ‘To 


enhance the attractiveness of Lettermail, the 


This equipment 
sorts bags and 
oversized parcels 
at the Corpora- 
tion’s South 
Central plant 

in Toronto. 
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Corporation provides several preferred rates 


to Large Volume Mailers, based upon the 
level of mail preparation, mail volumes and 


frequency. 


Canada Post’s Trace Mail family of options, 
introduced in 1989/90 and 1990/91, is 
already being enhanced through the use 

of improved scanning equipment. These 
options offer a range of features that meet 
our customers’ security, delivery status 


and proof of delivery needs. 


Business Reply Mail was greatly enhanced this 
year by the introduction of a new format 
which includes a new indicia and a bar code 
containing the customer’s unique account 
number. Customers now receive camera- 
ready artwork for their envelopes, cards or 
labels. These enhancements improve accuracy 
and timeliness while providing important 
management information to both the 


customer and the Corporation. 


New Greet More envelopes, designed to pro- 
vide customers with mailing discounts over 
the holiday season, were also introduced this 
past year. The new simpler format features 


only postal code “guide boxes.” 


This Culler/ 


Facer/Canceller 
handles 30,000 
pieces of mail 
per hour and 

is the first step in 
the automated 
sortation process. 


Publications Mail 


In the area of Publications Mail, the Corpo- 


ration has responded to the continuing with- 


drawal of industry funding support from the 


Department of Communications for specific 


types of publications by offering two commer- 


cial products: Canadian Publications Mail and 


International Publications Mail posted in 


Canada for Canadian distribution. These 


products, together with other available com- 


mercial options, offer customers a full range 


Mail Processing 
Efficiency 
Pieces per hour paid 


“Comparative figures have been 
reclassified to conform to the 
current year’s presentation 


Letter Carrier 


Efficiency 


Points of delivery 
per hour paid 


91/92, 
90/91 
89/90 
88/89 
87/88 
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of affordable, dependable products at compe- 


titive prices. Canada Post will continue to work 


towards more cost-efficient solutions through 
greater customer participation in mail prepara- 


tion, pre-sortation and distribution. 


Advertising Mail 

Unaddressed Admail has continued to provide 
strong volume growth, despite the recession, as 
advertisers recognize the targeting capabilities 
and cost effectiveness of this advertising 
product. Volumes grew to 3.6 billion pieces 
this past year from 3.1 billion in the previous 
fiscal year. Unaddressed Admail’s quality assur- 
ance program is now fully implemented to 
monitor delivery by the alternate work force. 
This includes on-street verification, mail-back 


card surveys, and reports to customers. 


By the end of the fiscal year 1991/92, the 
Corporation established five Admail Induction 
Centres — Vancouver, Winnipeg, Toronto 
West, Toronto East and Montreal — enabling 
Canada Post to better control Admail receipt, 


verification and distribution. 


ETA i270 
302 
285 
270 
250 
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The new Video Encoding System 
permits letters which bave been 
rejected by the Multi-Line 
Optical Character Readers to be 
manually encoded and returned 
to the mechanized mail stream. 


Addressed Admail also continued to grow this 
past fiscal year indicating a recognition by 
advertisers of its benefits in the direct market- 
ing process. It is precise, cost effective, and 
results are measurable. ‘he Corporation pro- 
motes direct mail marketing through a host 
of initiatives, including membership in and 
support for the Canadian Direct Marketing 
Association. This past year Canada Post 
produced a new publication, Canadian 
Connexions — A Guide to Building Direct 
Mail Business in Canada, which encourages 
international companies that access the 
Canadian marketplace to use the expertise 

of Canadian direct marketing firms to 
develop their campaigns. The Corporation 


also sponsored a Canadian Connexions 


booth at the U.S. Direct Mail Association 


annual convention in Boston. 


Volume Electronic Mai 
Twenty-two million pieces of Volume 
Electronic Mail were delivered this past year. 
This includes Admail Plus and Lettermail Plus, 
services that take advantage of Canada Post’s 


electronic communications capability. 


Priority Courier and Parcels 
Priority Courier demonstrated consistent 
reliability, reporting a 99.3 per cent on-time 
delivery rate in 1991/92. Its network reaches 
into every corner of the country and its service 
options include pickup and delivery evenings 


and on Saturdays. Computerized technology 


provides 24 hour-a-day monitoring, seven 


days a week. If weather or transportation 


problems occur, back-up procedures are 


implemented to maintain delivery times. 


Parcel services, which recorded an increase 1n 
volumes, introduced a new feature in 1991/92, 
COLLECT on delivery, to replace Cash on 


Delivery. The name change reflected the fact 


that payment now can also be made by cheque. 


The Proof of Delivery option for parcels uses 
bar code technology to record delivery infor- 
mation accessible by the customer through 


a toll-free telephone number. 


Stamp Products 
Stamp Marketing continued to pro- 
mote stamp sales through innovative 


and successful co-promotions. 


McDonald’s Restaurants returned as the 
official sponsor of Stamp Month. McDonald’s 
handed out two stamp-related “Treat of the 
Week” which were given free of charge 

to children and included games and puzzles 
associated with the affixed stamps — either 


Chinook or Buried Treasure. 


In connection with the Winter Olympics 
held in Albertville, France, Canada Post 
issued a commemorative booklet of 

10 stamps, featuring frve new designs — ski 
jumping, alpine skiing, four-man bobsled, 
ice hockey, and figure skating. And, in 
cooperation with Kraft General Foods of 
Canada, another Olympic Sponsor, 
Canada Post created the Priority Courier - 
Miracle Whip Olympic Mailbag. This 
promotion saw the production and distri- 


bution of postcards, bearing the names 
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and logos of the two sponsors, which could be 
filled in by the public and sent to encourage 


Canada’s athletes in Albertville. 


Other projects included: The Basketball 
Centennial Collection, promoted on 

The Sports Network; the Search for Santa 
television special aired on December 18, 
1991, in connection with Canada Post’s 
Christmas stamp issue; and the Corporation’s 
active role in the Canada ‘92 World Philatelic 


Youth Exhibition in Montreal. 


Canada Post utilized a variety of media to 
promote its products and services, and to sup- 


port the cultural enrichment of the nation. 


In addition to many events sponsored by 

the Corporation, Canada Post was engaged in 
advertising related to the Olympics. Canada 
Post is one of the official sponsors for 
Canada, and Priority Courier is the Official 
Courier of the 1992 Olympics (both Winter 
and Summer). Advertising in support of this 
included television, direct mail and print 
advertising, point of purchase material, 
Event Media packages, and the display of the 
Olympic logo on street mail boxes, trucks 
and other objects. Event Media packages give 
advertising partners broad market reach at 
economical cost and link them with quality, 


high-profile events. 


International Maii 
The International Mail business was 
enhanced in 1991/92 by the introduction 


of new international and U.S. incentive 


a a a a a a 


rates. The rate package, which consists of 
seven levels based on weight, is designed 

for commercial mailers. To improve service 
levels, same-day processing is available 
through special handling facilities at the 
Corporation’s International Exchange Offices 


in Montreal, Toronto and Vancouver. 


Canada Post continues to be active inter- 


nationally, participating as a member of 


the 170-nation Universal Postal Union. 


As a shareholder of the International Post 
Corporation — a legal entity of the larger 
postal administrations, including those in 
Europe, Japan, and the United States — 
Canada Post worked to improve market 
share in the world’s expanding 


communications market. 


Canada Post, in conjunction with the postal 
administrations of Germany, France, Sweden 


and the Netherlands, entered into an inter- 


national joint venture agreement this past 
year with Australia-based TNT Ltd., a major 
global transportation company. The joint 
venture company, GD Express Worldwide, 
creates a courier and express parcel organi- 
zation offering world-wide time-certain deliv- 
eries. In addition to offering its customers 
“world class” time-certain delivery service 

to all global destinations, Canada Post is 
protecting its growing position in the 


domestic market. 


The state-c 

art Multi-Line 

Optical. Character 
auto- 
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Purchasing 


Maximizing the Corporation’s resources 
means contracting wisely for equipment 

and services used. To fulfill Canada Post’s 
requirements at reasonable cost is the task of 
Purchasing, which follows precise procedures 
in calling for proposals, evaluating responses 
and suppliers, and negotiating with the 
chosen firms. To ensure maximum value, 
Purchasing works closely with financial and 
technical specialists and end users on all 


contract evaluations. 


People 


Canada Post’s employees are a valuable asset 

of the Corporation and their efforts are essen- 
tial to providing top-level products and services 
to meet customer needs. Although the past 
fiscal year was marred by a costly labour dispute 
with the Canadian Union of Postal Workers, 
there have been many positive occurrences 


which hold promise for the future. 


In 1991/92 three union negotiations were 
successfully completed in record time. 
Agreements were signed with the Public 
Service Alliance of Canada, the Professional 
Institute of the Public Service, and the 
Association of Postal Officials of Canada. 
Also, there have been initiatives to improve 
supervisor-employee relations, such as the 
Leadership Forum for supervisors, and a 
greater emphasis on early problem solving. 
This forum was established to identify 
communications difficulties and provide 
supervisors with the tools to better commu- 


nicate with employees. In addition, the 


Backlog of Arbitration Program was extended 


to deal with the outstanding grievances. 


In 1991/92, the Corporation continued to 
emphasize the importance of recognizing and 
rewarding performance. The Positive Perform- 
ance Feedback program was evaluated and 
continued. This program promotes discus- 
sion between managers, supervisors and 
employees, with a focus on good perform- 


ance in the workplace. 


In addition, other programs recognized and 
rewarded job excellence. These included: 
The Golden and Silver Postmark Awards, 
Ideas In Action, and the Attendance 


Recognition Program. 


Of course, the opportunity for personal 

career growth is ever-important and this past 
year Canada Post invested in employee training 
programs to upgrade skills and to prepare 


individuals to accept other career opportunities. 


From beginning 
to end, Canada 
Post employees 
are dedicated to 
customer service. 


The Corporation’s Occupational Health, 

Safety and Environment department engages in 
a broad range of programs to promote employee 
health and safety. These programs include: 
employee first aid training; the Employee Assis- 
tance Program, which provides referral services 
to outside health care professionals; Stress 
Awareness and Management workshops; Life- 
style Health Promotion Fairs; the Modified/ 
Alternate Duties Program for employees who 
are temporarily injured or ill; and the Drug 
Free Workplace Program, to educate employees 


and their families on drug abuse issues. 


In addition to programs of help and educa- 
tion, the Corporation takes special interest in 
evaluating the ergonomic aspects of equip- 
ment and systems, as well as the introduction 
of safety equipment. This equipment included 
anti-slip footwear for employees working 
outside and DAZER, an ultrasonic device 


to protect against dog attacks. 


Canada Post’s employees approach their work 
with skill and dedication, and they continue 
to adapt to changing technologies and proce- 


dures to meet customer demands. 
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Stamp Products 


Definitive 
Definitives are regularly issued postage 
stamps that remain in continuous use 


for an unspecified period. 


Commemorative 


Commemoratives are issued in limited 
editions and honour significant persons, 
events or places. They are Canada Post 
Corporation’s salute to a proud national 
history and a rich heritage. Offered 

for sale for only six months, they are 


attractive as collectors’ items and are 


shown on the opposite page. 


V 


NX 


ML UN NON NN ONS SNE EN 


Commemorative Stamps 


Olympic Winter Games, 5 x 42¢ 

To mark the Olympic Winter Games in Albertville, France 
these stamps depicted ski jumping, figure skating, hockey, 
bobsledding and skiing. February 7, 1992 
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Masterpieces of Canadian Art — Forest, 
British Columbia, 1 x 50¢ 

Emily Carr’s magnificent painting continued the 
Masterpieces series. May 7, 1991 


CANADA 92, 2 x 42¢, 1x 48¢, 1 x 84¢ 

(sheets and souvenir sheet) 

Issued on the occasion of the World Philatelic Youth 
Exhibition in Montreal, these four stamps dwelt on the 
themes of exploration and discovery and marked the 350th 
anniversary of Montreal and the 500th anniversary of the 
voyage of Christopher Columbus. March 25, 1992 


Canada’s River Heritage, 5 x 40¢ 

These stamps depicted five rivers from the Canadian Heritage 
Rivers System, the Main, Jacques-Cartier, Athabasca and 
South Nahanni Rivers and the Boundary Waters Voyageur 
Waterway. August 20, 1991 


Christmas, 1 x 35¢, 1x 40¢, 1 x 46¢, 1x 80¢ 
This issue featured Christmas gift givers from North America 
and Europe. October 23, 1991 


Folklore, 4 x 40¢ 
These stamps, the second set in the series, featured colourful 
folktales from across the country. October 1, 1991 


Basketball, 1 x 40¢ (sheet), 1 x 40¢, 1 x 46¢, 1 x 80¢ 
(souvenir sheet) 

This issue marked the 100th anniversary of the invention of 
basketball by Canadian Dr. James Naismith. October 25, 1991 


Second World War, 4 x 40¢ 

‘These stamps commemorated the Women’s Armed Forces, 
War Industries and Workers, Cadets and Veterans and the 
Defence of Hong Kong. November 8, 1991 


Queen’s University, 1 x 40¢ 
This issue, contained in a Prestige Stamp Booklet, marked the 
150th anniversary of Queen’s University. October 16, 1991 


Canada Day, 1 x 40¢ 
This stamp reflected the atmosphere of joy and celebration 
surrounding Canada’s national day. June 28, 1991 


Arrival of the Ukrainians, 4 x 40¢ 

Featuring the art of William Kurelek, these stamps marked 
the centennial of Ukrainian mass migration to Canada. 
August 29, 1991 


Prehistoric Life in Canada, 4 x 40¢ 
The second set of the series, these stamps featured the Age 
of Primitive Vertebrates. April 5, 1991 


Dangerous Public Service Occupations, 4 x 40¢ 
These stamps honored the Canadian Ski Patrol System, 
as well as the police, fire and search and rescue services. 
September 23, 1991 


Small Craft — Pleasure Craft, 4 x 40¢ 

These stamps, the last in a series, featured the Verchére 
rowboat, a touring kayak, the laser, and a cedar strip canoe. 
July 18, 1991 


Public Gardens, 5 x 40¢ 

These stamps featured the Butchart Gardens, the 
International Peace Garden on the border of Manitoba 
and North Dakota, the Royal Botanical Gardens at 
Hamilton, the Montreal Botanical Garden and the 
Halifax Public Gardens. May 22, 1991 
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aoe booklets were pro- 
duced in connection 
with the 1992 
Winter Olympic 
Games — one for 
employees and 

one for national 
distribution. 
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This booklet for the 
Moosehead Grand . 
Prix, held in Halifax 
in September 1991, 
urged readers to head 

ee we for the action and 

2 excitement of big- 

time racing. 


At a Quebec Nordiques 
hockey game sponsored 

by Canada Post, 4,000 
Spectators each received 
an Olympic hat to mark 
the opening of the Winter 
Olympic Games. 


Titled Bravo, and 
Opening Nights, 
two Event Media 
booklets provided 
calendars of artis- 
tic events in the 
Ottawa-Hull 
area. 


Through financial 
and in-kind contri- 
butions, Canada 
Post continues to 
support the literacy 
cause across Canada. 


A visible sign of Canada 
Post’s involvement in 
Canada’s social life, Event 
Media booklets help to 
promote and enhance a 


host of sporting, cultural 
and artistic events 
nationwide. 
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Our Financial Performance 


Overview 
Canada Post Corporation incurred a consolidated net loss of $128 million in 1991/92. 
This compares to consolidated net income of $14 million achieved in 1990/91 and a 


planned level of income of $86 million in 1991/92. 


The $176 million reduction in income from postal operations resulted primarily from the 
labour disruption during 1991. The unplanned loss of business and net additional costs 
incurred aggregated $167 million. The results indicate, however, that the Corporation was 


successful in mitigating the negative impact of poor economic conditions. 


Other income and expense generated a net improvement in income of $34 million versus 
last year as a result of gains from disposition of assets surplus to operational requirements and 


reduced restructuring costs. 


Capital investments were lower than last year, however when combined with the impact of 
losses from operations, the Corporation’s cash position was reduced in 1991/92. Asa result, 
the current ratio of 0.4 was marginally outside the Corporation’s targeted range of 0.5 to 0.7. 
However, the investment activities of $187 million were fully funded internally requiring no 


new long-term financing. 


During the year CINA Holdings B.V., a Netherlands company, was incorporated as a wholly- 
owned subsidiary to manage the Corporation’s investment in G.D. Net B.V., a corporation 
which was established together with other postal administrations to invest in an international 
joint venture to expand and improve the contribution from international courier and express 


parcel service. 


Revenue from Postal Operations 
Revenue from postal operations increased $65 million to $3,804 million. This growth 
of 1.7 per cent was, however, lower than planned by $227 million due to the softer economic 


conditions and the negative impact of the labour disruption. 


Throughout the year, the Corporation experienced strong volume growth from its large 
volume incentive contracts and Admail. Customer confidence levels remained high as service 
commitments were met or exceeded and customers recognized printed Admail as a cost- 
effective communications medium. Overall growth in commercial revenue, however, was 


$36 million as small business customers were heavily affected by the recession. 


Retail revenue grew by only $8 million. The corporate network continued to be rationalized 
in favour of franchises and commercial service centres as the Corporation adjusts to better 


meet the needs of small business and retail customers. 


Growth in other revenue was $21 million due mainly to increased business with the 
United States. 


Cost of Postal Operations 
The cost of postal operations increased by $241 million to $3,905 million, up 6.6 per cent, 
but $56 reo less than planned 


Growth in labour costs was held to less than 1 per cent due te lower fos planned volume 
and increased operating efficiencies. Management continued to consolidate mail processing 
_ into the major mechanized facilities and rationalize the collection and delivery network. 
Administrative reductions were achieved as strategic agreements were implemented with 
= systems integrators for the provision of systems development and maintenance support 
~ services. Employee benefit costs were subject to higher than inflationary pressures in 


unemployment insurance and workers’ compensation benefits. 


Bo ~~ A reduction in network transportation costs was achieved as a result of the decline in mail 
volume activity and improved network distribution practices. However, there were one-time 
S costs associated with maintaining service during the labour disruption. ‘The Corporation also 
experienced growth in asset amortization charges as a result of the ongoing investment 


program. 


Other Income and Expense 
Other income amounted to $68 million. Gains on disposal of capital assets represent net 
proceeds from the disposition of properties surplus to operational requirements. Despite the 
abnormal negative cash flow from operations and the declining interest rates, effective cash 
management minimized the reduction in cash reserves and together with interest income 
recognized on asset dispositions, allowed the Corporation to earn interest income of 
$36 million ($14 million higher than anticipated). 


Other expenses decreased by $11 million to $95 million as the Corporation restrained invest- 
ment in restructuring activities given the economic climate. Most expenditures were made to 
support consolidation of processing and administration activities and the corporate systems 
infrastructure. Interest on long-term bonds issued in March 1991 contributed to the 


increase in interest expense. 


Capital investment 
Management placed severe constraints on capital acquisitions thereby reducing expenditures 
by $174 million to $95 million. Investment activity continued to focus on mail processing 


_ equipment, upgrading of street furniture, and supporting customer service initiatives. 


Additional new generation letter sorting equipment was installed in major facilities allowing 


_ the ongoing consolidation of manual mail processing activities from other sites. Further 
investment in community mailboxes, miniparks and kiosks was made to service additional 
points of delivery. Commercial service centres were introduced to cater to the needs of busi- 
ness customers. The Corporation continued to reconfigure its network of retail postal outlets 


to better serve customer needs. 


EGonsolidated Statement of 
Income ana Retained Earnings 


“Year ended March 31 (in thousands of dollars) 


1991 


Revenue from postal operations $+ 3,804,527 $ 3,739,206 
Cost of postal operations 3,905,343 - 3,664,433 
Income (loss) from postal operations (100,816) — 74,773 


Other income Pe: 
Gain on disposal of capital assets 32,227 5,073 


Interest : 36,005 40,928 
68,232 —- 46,001 
Other expense ‘ nae ie 
Restructuring costs (note 3) 81,293 be OT AGS: 
Interest : 13,652 | 8,969 
94,945 ——=—« 106,432 
Net income (loss) ~ (127,529) 14,342 


Retained earnings 
(accumulated deficit) | : 
Beginning of year ‘ 89,746 — ESA 24 


Biccend : ae CBD (59,520) 
Backotveat $ (43,520) $ 89,746 


The accompanying notes are an integral part of these financial statements. : ae 


Consolidated Statement 
Changes in Financial Position 


f Year ended March 31 Gn thousands of dollars) 


: Soe uy ed for) 


of 
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Operating activities 
~ Net income (loss) (127,529) $ 14,342 
Items not requiring (providing) oh 
- Amortization of capital assets 160,170 141,352 
- Gain on disposal of capital assets — (32 227 (5,073) 
Accrued employee termination benefits eel 42,904 
_ Amortization of deferred development costs. 11,936 7,206 . 
ee Pe 3 27,505 200,731 
Change in non-cash working capital - (39,308) 97,109 
_ Employee termination benefit payments (24,912) (33,989) 
| . -(G6,715) 263,851 
Dividend (5,737). (59,520) 
_ Financing activities 
_ Long-term debt = 55,000 
: Investment activities _ 
ae Acquisition of capital assets (95,350) (268,628) 
Increase in long-term investments (100,716) — 
Proceeds on disposal of capital assets 37,864 13,395 
Increase in segregated cash and investments (13,492) (39,967) 
Deferred development costs _ ; (15,423) (9,661) 
: (187,117) (304,861) 
Decrease in cash and short-term investments (229,569) (45,530) 
| Cash and short-term investments at beginning of year 333,266 378,796 
Cash and short-term investments at end of year $103,697 $ 333,266 


- The accompanying notes are an integral part of these financial statements. 
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E€onsolidated Balance Sheet 


March 31 (in thousands of dollars) 


MA ssets 
Current assets Ae veto 
~ Cash and short-term investments S$. 103,697 $ 333,266 
Accounts receivable 131,010 eA OOA: 
Prepaid expenses / ORATAS FAS4 = 
: 299,161 546,444 
Segregated cash and investments (note 4) eS 135,241 | 121,749 
Long-term investments (note 5) . wie 2 LOO 1 One Baas 
Capital assets (note 6) 1,876,832 1,947,289 
Deferred development costs —. 49,965 46,478 


-$ 2,461,915 $2,661,960 


RS 


Liabilities and Equity of Canada 


Current liabilities 


313,891 


Accounts payable and accrued liabilities $284,829.52 so 
Salaries and benefits 188,257 200,316 
Deferred revenues 266,120 176,602 
Outstanding money orders 43,407 48,826 
682,613 739,635 
Long-term debt (note 7) 135,000 135,000 
Employee termination benefits 332,650 342,407 
Equity of Canada : : . 
Contributed capital (note 8) ; eb3da, 102 15355, E72 
Retained earnings (Accumulated deficit) (43,520) 89,746 - 
=o 1B1h652. 1,444,918 
$ 2,461,915 $ 2,661,960 


The accompanying notes are an integral part of these financial statements. 


Approved by the Board: 


laa the 


Chairman of the Board Chairman of the Audit Committee 


Notes to €onsolidated 


Financial Statements 
(March 31, 1992) 


1. Incorporation 
: The Corporation was established by the Canada Post Corporation Act to operate a 
postal service on a self-sustaining financial basis while providing a standard of service 
ee that will meet the needs of the people of Canada. The Corporation is a Crown corpora- 
ee ee tion included in Part IT of Schedule III to the Financial Administration Act and 1 is an 


agent of Her Majesty The Corporation is Srcropt from income taxes. 


as 2 an Accounting Policies 
These consolidated financial statements have been prepared in accordance with 
generally accepted accounting principles. A summary of the significant accounting 
policies of the Corporation follows: 


(a) Consolidation 
The consolidated financial statements of the Corporation include the accounts of 


Canada Post Corporation and its wholly-owned subsidiaries, Canada Post Systems 
Management Limited and CINA Holdings B.V. 


as Capital assets and amortization 
Land, buildings and equipment transferred from the Government of Canada on incor- 


- poration were recorded at their fair value at that date, determined as follows: 


Land > market value based on existing use 


Buildings Pe > amortized replacement cost 
- Plant equipment, vehicles, sales > amortized replacement cost or original 
counter and office furniture and cost less estimated amortization 


equipment, and other equipment 


The market value of land and the amortized replacement cost of buildings trans- 
ferred by the Government of Canada were determined by independent appraisals. 


_ Acquisitions subsequent to incorporation are recorded at cost. 


The Corporation has an agreement with both the National Archives of Canada and 
the Canadian Museum of Civilization to operate, administer and maintain a Canadian 
Postal Archives and a National Postal Museum, respectively, containing philatelic 
oe material, postal artifacts, a postal library and exhibits that trace the history of the mail 
© — and other memorabilia. These collections, exhibits and books of undetermined value 


are not for resale and are recorded at a nominal amount. 
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Amortization is provided on the straight-line basis over the estimated useful lives of the 


following assets: 


Buildings © - 30 and 40 years 


Plant equipment | 4 to 30 years 


Vehicles (other than passenger and light duty commercial) 6 to 10 years 


Sales counter and office furniture and equipment 5 to 20 years 


Other equipment 5 to 15 years 


Amortization is provided on the diminishing balance basis at an annual rate of 


30 per cent for all passenger and light duty commercial vehicles. 


() Deferred development costs 
Costs incurred in the development of new mail products and the retail postal network 
are deferred. These costs are amortized on the straight-line basis over the expected 


period of economic benefit. | 


(d) Revenue recognition 
Amounts received for which services have not been rendered prior to the end of the 


year are deferred. 


(e) Employee termination benefits 
Employees of the Corporation are entitled to specified termination benefits, calculated 
at salary levels in effect at the time of termination, as provided under collective agree- 


ments and conditions of employment. 


The present value of the projected costs of unpaid employee termination benefits, as 


determined by actuarial valuation, is recorded in the accounts as a long-term liability. 


Such benefits accruing to employees, as well as gains and losses arising from actuarial 


valuation, are included in current operations. 


Pension plan 

Employees of the Corporation are covered by the Public Service Superannuation Plan 
administered by the Government of Canada. Under present legislation, contributions 
made by the Corporation to the Plan are limited to an amount equal to the employees’ 


contributions on account of current service. These contributions, which amounted to 


$89,448,000 (1991 - $96,052,000), represent the total pension obligations of the 

: Corporation and are included in current operations. The Corporation is not required 
under present legislation to make contributions with respect to actuarial deficiencies of 

_ the Public Service Superannuation Account and/or with respect to charges to the 
Consolidated Revenue Fund for indexation payments under the Supplementary 
Retirement Benefits Act. 


3. Restructuring @osts 
_ The Corporation is undertaking a multi-year program of significant initiatives to estab- 
lish a more efficient and effective postal system. Individual initiatives are approved on an 


ongoing basis. Costs include the development and implementation of management and 


- operating systems as well as the realignment of resources. 


4. Segregated Gash and investments 
_ The Corporation has segregated certain cash and investments, recorded at cost, for the 
purpose only of managing cash flows relating to the employee termination benefits 
liability. 


5. hong-term Envestments | a oe 


(in thousands of dollars) 


: Mortgage receivable $ 63,900 $ - 


a Investment in G.D. Net B.V., at cost | 32,388 2 
S ~ Other AAG 2 


$ 100,716 $ = 


Mortgage receivable 
A real estate sales agreement entitles the Corporation to recognize incremental income 


upon approval of specific zoning densities. During 1991/92, additional income has been 


recognized in accordance with the terms of this agreement. The mortgage receivable 
has been recorded at the net present value of future cash flows based on the expected 


date of receipt. 


6. Eapital Mssets 


(in thousands of dollars) 1991 
Cost or Accumulated | 
fair value © amortization “Net — Net 
Land $915,010. $ = -$ 215,610 $ 216,344 
Buildings 1,193,806 394,997 798,809 ; 842,817 
Plant equipment 710,455 296,733 413,722 a 427,435 
Vehicles 102,425 69,557 32,868 45 296 
Sales counter and 3 ae 
office furniture 4 5 
and equipment 338,600 T17,941 220,659 231,716 
Other equipment 260,683 65,520 195,163 183,680 
Collection of ; ee. ces 
postal memorabilia 1 - ees ale 
$2,821,580 $ 944,748 $ 1,876,832 $ 1,947,289 a 


7. Long-term Debt 


(a) kong-term loan — Government of Canada 3 


In 1988, the Corporation entered into a 10-year $80 million loan with the Government 


of Canada. Interest is payable semi-annually at the rate of 9.705 per cent per annum, : 


and the principal becomes due and payable on April 27, 1998. 


(b) long-term bonds 


On March 15, 1991, the Corporation issued for cash, $55 million of non-redeemable 


bonds maturing in March 2016. Interest is payable semi-annually at the rate of 


10.35 per cent per annum. 


Interest expense on long-term debt was $13,457,000 (1991 — $8,029,000). | 


8. Contributed Gapital Mdjustment 


Up to March 31, 1989, the Corporation was permitted by the Governor in Council, 


as the rate regulator, to recover certain costs from future postal users. On April 1, 1989, 


the rate regulator authorized the elimination of the accumulated unamortized balances 


of these costs, in the amount of $588,253,000, against contributed capital. 


9. Contingent Liabilities 
(a) With respect to a complaint filed with the Canadian Human Rights Commission, 
alleging discrimination by the Corporation concerning work of equal value, the 
: Commission has decided to establish a tribunal to consider the complaint and the out- 
come is not currently determinable. Settlement, if any, arising from resolution of this 
matter will be recovered in future postal rates (as determined in accordance with the 


Canada Post Corporation Act) and/or from the Government of Canada. 


) Employees are permitted to accumulate unused sick leave. However, such leave 
entitlements do not vest and can be used only in the event of illness. The amount of 
accumulated sick leave entitlements which will become payable in future years cannot 
reasonably be determined. Pees of sick leave benefits are included in current 


Seay 
= 10: Commitmen ts 
The Corporation’s future minimum rental payments required under operating leases 


of facilities with terms in excess of one year are as follows: 


(in thousands of dollars) 


00s $ 54.580 


1994 ee | 46,968 
£1905 zr : - 41,272 
006 | 33,738 
<2 21097 | 29,008 
1998 and thereafter . 259, 708 

¢$ 465,274 


a ‘Rela ted Party Transactions 
_ The Corporation had the following transactions with related parties in addition to those 


disclosed elsewhere in these consolidated financial statements. 


a) Payments on behalf of postal users 

Where Government policy requires the Corporation to provide services at rates less 
than. cost, to the publications industry, and for Government free mail, literature for the 

blind and Northern air stage services, the Government of Canada compensates 

the Corporation for foregone postage revenue from those sources. Revenues amounting 

to $183,267,000 (1991 - $203,593,000) are included in revenue from postal operations. 
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(b) Property management 

The Corporation has incurred net operating costs of $213,081, 000 

Cs $206,080,000) in respect of a property management arrangement with © 

the Department of Public Works to manage substantially all the Corporation’s 
real property. In addition, capital expenditures amounted to $3,865,000 

(1991 — $11,982,000). 


(c) B aterest 
The Corporation earned interest in the amount of $2,636,000 (1991 — $1,740,000) on 


its balance in the Consolidated Revenue Fund of the Government of Canada. 


(d) @ ther 
The Corporation has other transactions with the Government of Canada, its agencies 
and other Crown corporations. These include the provision of postal services and me 


purchase of rail transportation. 


As a result of all the above transactions, the amounts due from and to these parties are 
$20,617,000 (1991 — $14,459,000) and $126,563,000 (1991 — $147,100,000) respectively. 


2.Labour Contracts 
The labour contract between the Corporation and the Canadian Union of Bosak : 
Workers expired on July 31, 1989 and is under arbitration, the outcome of which is 


not currently determinable. 


B. Subsequent Event 
On April 30, 1992, the Gorenmncne of Canada tabled legislation to amend the Garads 
Post Corporation Act to provide for the establishment of a share capital structure. 


Subject to the enactment of legislation, shares would be issued to the Government of 
Canada effective April 1, 1992 based on the net asset value of the Corporation on that 
date as deemed appropriate by the Board of Directors with approval of ‘Ireasury. Board. 
The Corporation would be authorized to issue shares to its employees in accordance. 
with a plan to be developed by the Board of Directors and established by by-law on the 
recommendation of the Minister, the Minister of Finance and Treasury Board and 
following approval of the Governor in Council. Shares to be issued to the employees 
would be non-voting and not exceed ten per cent of the issued and outstanding shares 


of the Corporation. 


Management’s Responsibility For 
Financial Reporting 


Management and the Board of Directors are responsible for the consolidated financial 
statements and all other information presented in this annual report in accordance with the 
Financial Administration Act and regulations. ‘The consolidated financial statements have 
been prepared by management in accordance with generally accepted accounting principles 


and, where appropriate, include amounts based on estimates and management judgement. 


‘To safeguard Company assets, it is important to have a sound but dynamic set of internal 
financial controls and procedures that balance benefits and costs. To that end, management 


has developed and maintains books of account, records, financial and management control, 


and information systems and management practices to provide reasonable assurance as to the 


reliability of financial information in accordance with the Financial Administration Act and 
regulations, as well as the Canada Post Corporation Act and by-laws of the Corporation. 
Internal audits are conducted to assess these systems and practices, including reports to the 


Management Executive Committee. 


Canada Post Corporation is dedicated to the highest standards of integrity. Integrity is a 
continuing commitment that is reflected in key written policy statements. The Board of 
Directors ensures that management fulfils its responsibilities for financial reporting and’ 
internal control through the Audit Committee, which is composed of six directors who are 
not employees of the Corporation. The Audit Committee meets quarterly to oversee the 
internal audit activities of the Corporation, and at least annually to review and advise the 
Board of Directors with respect to the consolidated financial statements and the external 


auditors’ report. 


Each year, the Governor in Council appoints the Corporation’s external auditors. The 
Auditor General of Canada and Ernst & Young were appointed for the current fiscal year. 
They audit the consolidated financial statements and report to the Audit Committee as 
well as the Minister responsible for Canada Post Corporation. Auditors appointed for the 
previous year were the Auditor General of Canada and Arthur Andersen & Co. 
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Auditors’ Report 


To the Minister responsible for Canada Post Corporation: 


We have audited the consolidated balance sheet of Canada Post Corporation as at March 31, 1992 


and the consolidated statements of income and retained earnings and changes in financial position 
for the year then ended (pages 28-36). These financial statements are the responsibility of ; 
the Corporation’s management. Our responsibility is to express an opinion on these financial — 
statements based on our audit. : eee, 


We conducted our audit in accordance with generally accepted auditing standards. Those 
standards require that we plan and perform an audit to obtain reasonable assurance whether the — 
financial statements are free of material misstatement. An audit includes examining, on a test 

basis, evidence supporting the amounts and disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and significant estimates made by management, — 
as well as evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the - 
financial position of the Corporation as at March 31, 1992, and the results of its operations and the 
changes in its financial position for the year then ended in accordance with generally accepted 


accounting principles. As required by the Financial Administration Act, we report that, in our 


opinion, these principles have been applied on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation that have come to our notice during 
our examination of the consolidated financial statements have, in all significant respects, been in 
accordance with Part X of the Financial Administration Act and regulations, the Canada Post 
Corporation Act and the by-laws of the Corporation. : 


Ernst & Young L. Denis Desautels, FCA 
Chartered Accountants Auditor General of Canada 


Ottawa, Canada 
May 21, 1992 


Five Year Review 


(amounts in millions of dollars unless 


* Net income for 1988/89 and prior is after amortization of extraordinary restructuring costs. 


otherwise indicated) 1991/92. 1990/91 1989/90 1988/89 1987/88 
2 P era ti ons ie | 
oe Hevenue iron postal operations 3,804 3 3,739 3,580 3,411 3,139 
oh Cost of postal operations _ 3,905 3,664 — 3,473 2 Po Se 3,169 
Income (loss) from postal operations Ses (101) 75 107 98 (30) 
Per cent of revenue from postal operations (2.7%) 2.0% 3.0% 2.9% (1.0%) 
ay oe income (expense) ON) Gl) 42 (2). (8) 
"Net income (loss)* a inca (128) 14 149 6 (38) 
Return on equity Saha as we 0% 10.5% 5.9% - 
Balance Sheet 
Assets A 
Current Ba 2299 547 554 742 706 
Capital : ; 1,877 LOA: 1,828 1,650 1,528 
ee Other 2 5. 286 168 126 342 392 
PAG2 2602 2508 234-2 B26 
Aiabiliges and equity ho Ganda , 
Current 682 740 604 672 622 
Long-term debt 135 135 80 80 - 
Employee termination benefits 333 342 334 339 392 
Equity of Canada ; 1,312 1,445 © 1,490 1,643 1,612 
2,462 2,662 2,508 25734 2,626 
- ne cpiial Asset Acquisitions | 
. -Land and buildings 12. 76 59 60 41 
- Operatingequipment = 61 156 Lil: 66 60 
‘Office and other equipment 22 37 150 118 20 
95 269 320 244 121 
Extraordinary a 
RO eens ae 7 - - ~ 124 190 
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(amounts in millions of dollars unless 


1990/91 


1989/90 


1988/89 


_otherwise indicated) 1991/92 


Operating Dimensions 


Revenue from postal operations by product 


1987/88 


Letters 1,980 2,041 1,985 1,895 1,762 
Publications 3 - 307 epee, 315 be oe 306 
Addressed Admail 310 268 246 218. 183 
Parcels 425 404 365 324 296 
Special services 312 294 Swe 251 238 
Total addressed 3,334 3,306 3,185 3,003 2,785 
Unaddressed Admail 204 ~—s«d187 175 165 139 

Total mail 3,538 3,493 3,360 3,168 2,924 
Other 266 246 220% 243 TPS. 
Revenue from postal operations 3904. 3730 = 3580 ait 389 
Per cent increase 1.7% 4.4% 5.0% 8.7% 5.7% 
Volume by product 
(millions of pieces) 

Letters 4,456 4,605 4,580 4,471 4,370 
Publications 551 590 612 — 580 590 
Addressed Admail 1,205 1,168 1,103 1,017 889 
Parcels 107 106 103 5,90 pet hes 
Special services 83 87 82 62 60 
Total addressed : 6,402 = 6,556 6,480. 6,220 6,002 
Unaddressed Admail 3,556 3,101 2,640 2,048 1,809 
Total mail 9,958 9,657 9,120 8,268 7,811 
Per cent increase (decrease) 3.1% 5.9% 10.3% 5.9% (1.6%) 
Employment-operations : 

* Millions of hours paid 121.6 127.8 130.9 132.1 132-7 
Per cent increase (decrease) : (4.9%) (2.4%) (0.9%) (0.1%) 0.8% 
Employee strength 
(at year-end) : 

* Full-time 46,666 49,046 52,839 54,731. 55,819 
Part-time 10,574 = 10,114 9,802 8,945 9,089 
Total 57,240 59,160 62,641 63,676 64,908 
Per cent increase (decrease) (3.2%) — (5.6%) (1.6%) (1.9%) 0.7% 

Operating Performance 
Efficiency indicators : . 

* Pieces of mail processed per hour paid 320.1 301.6 285.0 270;2 250.1 
Per cent increase 6.1% 5.8% 5.5% 8.0% 4.3% 
Letter carrier points of delivery perhour paid 52.1 49.9 48.3 47.53 47 A 
Per cent increase 4.4% 3.3% 1.7% 0.8% 1.1% 
Work stoppages | aa 
Thousands of hours lost 1,356.5 0.2 2.8 D5 359 Ie IR k 


* Comparative figures have been reclassified to conform with the current year’s presentation. 
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